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a SWEDISH FORESTS 
A SURVEY OF SOME CURRENT QUESTIONS 


BY GUNNAR ARPI 


Sweden’s forests from an international standpoint 
_— and their réle in the Swedish economy 


As a general rule, one can say that the larger 
a country is the more diverse is the economic 
activity carried on within its borders. The pos- 
sibilities of its being self-sufficient are also so much 
greater — assuming that conditions are otherwise 
identical — as it covers a larger area, extends over 
several climatic zones and geological regions and 
possesses a bigger domestic market, providing op- 
portunities for large-scale domestic production. 
On the other hand, one can expect a small country 

_ like Sweden to be self-sufficient to only a limited 
extent, to export a rather narrow assortment of 
goods and to have a substantial volume of foreign 
trade per capita, determined by the concentration 
of the economy in the country’s special resources. 

Sweden is, from an international standpoint, a 
small country covering barely 1/300th of the earth’s 
land surface and possessing an even smaller pro- 
portion of its population. It is also a country which 
has been rather one-sidedly equipped by nature. 
On account of the modern business world’s de- 
mands for specialization and division of labour, 
Sweden has exploited its special resources over 
and above the country’s own requirements and 
with the whole world as a market. The forests, 
iron ore and water-power have, for centuries, been 
looked upon as our most important natural re- 
sources. 

Half of Sweden’s surface is covered by forests. 
The total forest area of Sweden comprises some- 
what less than one per cent of the total forest 
area of the world, ie., a larger proportion than 
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that of surface area and population. However, 
only a little more than one-third of the world’s 
forests are coniferous; and it is this type of forest 
that has, up to now, been of the greatest im- 
portance for industry. A large percentage of the 
world’s coniferous forests is not yet accessible to 
economic exploitation in the same measure as 
in Sweden, and so the Swedish share of the 
world’s usable — from an economic viewpoint — 
coniferous forest area thus amounts to over 3 per 
cent. 

Although it is now possible to reach practically 
the whole of the coniferous forest area in Sweden 
with rational silviculture and felling for industrial 
purposes, the forests of Northern Sweden are not 
highly productive compared with conditions in the 
south. Sweden is, therefore, responsible for not 
more than approximately 3 per cent of the world’s 
estimated timber fellings. 

Domestic utilization of timber in Sweden for 
heating purposes is still quite high, and the coun- 
try’s per capita consumption of wood products 
and paper is large. On the other hand, forest area 
per head is also considerable, and about half of 
the felled timber can therefore be exported in one 
form or another. 

Sweden’s share of sawn timber production is 
likewise about 3 per cent, but approximately 15 
per cent of the world trade in this product comes 
from Sweden; only Canada is regularly a larger 
exporter. 

However, Sweden has, to a great degree, found 
it profitable to convert the timber into wood pulp, 
particularly into chemical pulp. Roughly 5 per cent 
of the world production of mechanical pulp is 
from Sweden, close on 10 per cent of the total 
volume of chemical pulp is produced here, while 
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not less than about 30 per cent of the world trade 
in pulp (of all kinds) originates in our country. 
Only Canada exports pulp in corresponding quan- 
tities. Our high export figures are due to the fact 
that Canada —— the country with the greatest 
surplus of pulp — converts a considerable propor- 
tion of its pulp into paper prior to its being ex- 
ported, while Sweden exports a larger quantity 
of pulp in an unprocessed state. ‘The remainder is 
converted into paper domestically. We are respon- 
sible for roughly 3 per cent of world paper produc- 
tion and 9 per cent of world paper exports. 

In a number of branches in the forest industry 
Sweden therefore holds a relatively important 
position in the world. Only in respect to iron ore 
do we hold a similar position — almost one- 
quarter of the world trade in iron ore, measured 
by reference to iron content, has for many years 
originated in Sweden. As for the third important 
natural resource, water-power, our share is much 
less significant, i.e., about 6 per cent of the world’s 
water-power. 

It is clear that this specialization must make 
itself felt in the form of a certain one-sidedness in 
our economy, whatever the standard of measure 
applied. The “forest sector” and the “metal sector” 
combined provide employment for approximately 
one-fifth of Sweden’s working population (ac- 
cording to the 1950 census, this being the most 
recent reliable source). The forest sector alone — 
silviculture, log-floating, the timber industry and 
the pulp and paper industry — employs 8 per cent. 
These two sectors are, of course, all the more 
important when it comes to exports, with each 
sector having contributed between 40 and 50 per 
cent of the export value during recent years. How- 
ever, there is a considerable difference between 
them in respect to foreign trade. Practically the 
whole of the forest sector’s export value is a net 
amount, our imports in this sector being insignifi- 
cant, while in the metal sector the value of im- 
ports is of approximately the same size as that of 
exports. 


Coniferous forests — deciduous forests 


The farther north and higher above sea-level 
one goes, the conditions conducive to the growing 


of forest trees become less and less favourable and 
the species that can stand up to the severe climate 
become fewer and fewer. In the northern conif- 
erous belt, which practically embraces the whole 
world south of the tundra, there are to be found 
very few varieties of trees. This is also the case 
with Sweden, where the coniferous forest regions 
contain spruce, pine and birch in pure or mixed 
stands. So far, the presence of these tree types and 
the one-sidedness in the genre of trees have been 


able to compensate for the slow rate of growth 


experienced up here in the north; there has, 
namely, been a greater demand for pine and spruce 
from industry than for the deciduous trees, and, 
furthermore, the whole year’s growth per hectare 
— and consequently the total volume of felling — 
has been concentrated on only one or two types 
of tree, each of which has thus yielded considerable 
quantities. In the tropical forests, on the other 
hand, the growth per hectare is much more rapid, 
but there it is generally a question of broad-leaved 
trees and, moreover, the increment is divided over 
a very large number of species per unit of area. 
Up to the present, “plantation cultivation” of, for 
instance, pulpwood in homogeneous stands has 
not been carried out to any great extent in the 
tropics. So long as industry has only wished to 
concentrate on one type of tree at a time, and in 
certain branches preferably coniferous trees, then 
the tropical forests have not been utilized for 
industrial purposes in ‘any substantial measure. 
However, new methods for the manufacture of 
pulp have been devised in recent years, where a 
variety of tree types can be used simultaneously. 
These methods can considerably undermine the 
long-standing monopolistic position of the conif- 
erous regions. On the other hand, the Swedish 
forest industries have a leading position, interna- 
tionally, in the development of pulp-production 
methods, and at present a number of large mills 
are planned for the production of so-called “semi- 
chemical pulp”, which will be able to use most of 
the tree species in Sweden. This means that we can 
find a practical industrial use even for birch and 
other broad-leaved trees; this development is par- 
ticularly welcome now when the use of this type 
of wood for fuel is diminishing. In this way, we 
can avoid having to restrain the growth of these 


ee 


A QUARTERLY REviEw. JANUARY 1960 


ag The Various Categories of Timber Consumption i Sweden 


Mill. m* solid measure excl. oy 


_ bark, sawing waste and 
| stump wood 
Yearly averages for five 
year periods 


40 


20 


B Household requirements ..... 


OA INISme ew .)e few ee ak 


TOM yoy ceed | Pa Sree, Oy see me eee 
Bre Garo ers 18 i. crass 
_ F Net exports of round timber .. 
GeRVenECE ECC. o5 io. 'y, pete tent oleae 0 
1851—55 1876—80 


‘trees — as has been the case during recent decades 

— just because of the difficulty in finding a mar- 
ket for this kind of timber. We can instead foster 
their growth and, on suitable ground, benefit 
from their influence on the soil formation. 


Conditions of ownership 


At the beginning of the 19th century a decision 
was made by the Riksdag, by which a large part 
of the crown forests should be sold. However, a 
few decades later there was a reversal in this at- 
titude and in 1859 it was instead decided that 


these forests should be retained by the Govern- 
ment and administered by a new government 
body, the predecessor of the present Board of 
Crown Lands and Forests. Today the State owns 
19 per cent of Sweden’s total forest area, partly in 
the northernmost tracts, where there still existed 
land in the middle of the 19th century that had 
not been taken over by the colonists, and partly — 
to a smaller extent — in Central Sweden, where 
the State has, during the past 75 years, purchased 
both large and small forest properties, e.g., those 
belonging to abandoned iron-works. As far as the 
value of the forests is concerned, the State’s share 
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is considerably less than one would suppose by 
reference to area, this being due to the crown 
forests’ northerly position and low increment. The 
value of the crown forest land is approximately 
one-tenth of the value of all the forest land in 
Sweden. 

Other public forests occupy about 6 per cent of 
the country’s forest area; these include the ec- 
clesiastic forests, the parish forest lands, the mu- 
nicipal forests and the forests belonging to Upp- 
sala University. 

The share of the company forests, which oc- 
cupy over 24 per cent of Sweden’s forest land, is 
considerably larger than in most other occidental 
countries. They extend over the whole country, 
but are predominant in Norrland and Bergslagen. 
Part of the companies’ land holdings date from 
the old iron industry days, when the iron works 
took over the adjacent charcoal forests. However, 
the largest part of the companies’ forest land was 
purchased during the last three decades of the 
19th century and during the early years of the 20th 
century. In 1906 it was decided by the Riksdag — 
for social reasons — that companies in Norrland 
and Dalarna should no longer be able to buy real 
estate from the farmers, and this was later ex- 
tended so as to apply to the whole of Sweden. 
Since then the forest-owning companies have, 
generally speaking, been able to add to their 
holdings of forest land only through buying-up 
other forest-owning companies, a process which is 
still going on and which is bringing with it con- 
tinued concentration in the forest industry and 
the holdings of forest land. The distribution of 
ownership with regard to the Swedish forest land 
has, however, in reality been static for many years. 

About 20 joint-stock companies in Sweden each 
own over 50,000 hectares of productive forest 
land. The largest of them is Svenska Cellulosa AB, 
having 1.4 million hectares of forest land in its 
possession, followed by Mo och Domsjé AB with 
about 0.4 million hectares. Other important com- 
panies are Korsnas, Stora Kopparbergs Bergslags 
AB, Bergvik och Ala, Billerud, Uddeholm and Ig- 
gesund. It is a striking fact that almost all of the 
land belonging to these companies is situated in 
regions of the Norrland type, if one here includes 
Dalarna and Varmland. These important com- 


panies in the forest industry are normally able to 


obtain half or more of their timber requirements 
from their own forests, which — in former times 


— has been a very stabilizing factor, enabling the 
companies to override even the more severe eco- 
nomic crises; it has been those companies without 
their own forests that have suffered most in diffi- 
cult times. In the main, the companies have ex- 
panded their sawmills, carpentry factories, prefabri- 
cated-house factories, pulp mills, paper mills and 
by-product plants, as well as wallboard mills — 
or at least several of these industrial establish- 
ments. The tendency has thus been towards far- 
reaching vertical integration. In this manner one 
can utilize in the best possible way, within the 
framework of the individual company, all sizes 
and kinds of raw material as well as waste prod- 
ucts. 

In comparison with the above enterprises, the 
companies belonging to the forest industry in the 
southern regions possess more modest domains, 
although they are not always done full justice to 
if one only takes account of the area. Nor have 
these companies vertically integrated on the same 
scale as in the north — in fact they usually consist 
of either one single industrial establishment or of 
a combined sawmill-carpentry factory or pulp and 
paper mill. 

Farmers and other private persons still own just 
over 50 per cent of Sweden’s forest land. In recent 
years a very brisk depopulation has occurred in 
agriculture, which has made topical the question 
of farm forests. Shall farmers, who have given up 
their farms, retain their forests — although they 
are pursuing other trades — in spite of the fact 
that it is now forbidden for private persons other 
than farmers to buy land without having special 
permission? On the other hand, there has been a 
desire on the part of the farmers to support the 
holders of smaller farms through making it possi- 
ble for them to purchase more forest land, if 
necessary from the Government or from other big 
forest-owners like the companies. The owners of 
small farms would hereby be able to work on their 
own land for part of the time and devote the 


‘remainder of their time to their forests. Against 
this, it has been observed that larger productive 


units can be more efficiently operated and so a 
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splitting of the forest land should not be en- 
couraged any more than is necessary; however, 
the farmers have recently shown greater will and 
capacity voluntarily to create — through coopera- 
tion — larger productive units. It can, further- 
more, be said that a farmer must not necessarily 
have his forestry work located in his own forest; 
he should, as has been the case up to the present 
time, be able to take on paid work in the bigger 
forests. 

A considerable drawback with the farm forests 
has been the unevenness in the volume of fellings, 
although this has partly been caused by the com- 
panies’ desire to even out the cuttings in their 
own forests, which has given to the farm and 
crown forests the task of being an economic buffer. 
There is, however, a remarkably strong tendency 
amongst the farmers to fell during years when 
good prices are prevailing and to leave the forests 
alone and let them grow during bad years. This 
is, in itself, a natural thing, yet both the industrial 
owner and the forest worker maintain that it 
would be better to have somewhat more even fell- 
ings but at prices varying with economic condi- 
tions. 

During recent years the private forest owners’ 
“forest owners associations’ have developed 
strongly as negotiators. They have also started up 
or purchased saw and pulp mills in several areas 
and more such activities are planned. By virtue of 
the fact that the farmers themselves are share- 
holders in these mills, the fellings in the farm 
forests can possibly come to be more even, for 
these mills in the hands of the forest owners as- 
sociations can thus have a stronger hold on, or 
more intimate cooperation with, their raw ma- 
terial suppliers — the farmers — than the older 
forest industry companies. 

This new development in the ownership of the 
forest industry, parallel with an expansion in the 
state forest industry, can profoundly influence the 
timber market. The destination of an increasingly 
greater proportion of the felled timber will be 
decided beforehand through both the State’s and 
farmers’ increasing their forest industrial capacity 
and raw material consumption. There will thus be 
a smaller and smaller share left for which the old- 
er companies can compete. On the other hand, 
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there is now a considerable surplus growth in our 
forests as a whole, which leaves us with a margin 
at present. 

A highly topical question of the day is that of 
the composition of the forest lands. When the 
companies formerly purchased their land, it was 
in competition with other buyers, and the new 
plot of land was not always adjoining the land 
already owned by the company. In addition to 
this, every property often had its forest compart- 
ments shaped in an unfortunate manner; in the 
north there was often a long narrow strip from the 
watershed down to the cultivated land in the 
valley. This was a consequence of the mode of 
procedure used by the peasants in a village when 
dividing up the forest land. Through inheritance 
and marriage there occurred a further division of 
ownership. Up to now, it has been difficult to 
arrange for forest land to be exchanged between 
various owners — this being due in part to the 
costs involved. During recent years, however, the 
Government and some large companies in Norr- 
land, znter alia, have been successful in carrying 
through large-scale exchanges, and at the present 
time negotiations are going on concerning other 
exchanges in various places, although the bulk of 
the work still remains to be done. An investigation 
is being conducted into the reform of the legisla- 
tion relating to these circumstances. 


The national forest survey 


During the second half of the 19th century fears 
were repeatedly expressed that too much timber 
was being taken out of the forests, that exploita- 
tion was being practised. Various calculations con- 
cerning the growing stock, increment and fellings 
were made, and what they all had in common was 
that they were founded more on belief than on 
knowledge. At the beginning of the 20th century 
the time was considered ripe for an attempt to 
conduct a random sample investigation, which 
was done in Varmland. The methods used proved 
to be practicable and so this survey was followed 
by an investigation during the 1920s embracing 
the whole country, the first national forest survey. 
This showed that the earlier fears had been un- 
founded, and as a consequence there was a rapid 
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expansion of the pulp industry during the 1930s. 
The second national forest survey was conducted 
between the years 1938 and 1952, and this was 
held to show that fellings must be curtailed and 
that the industry must therefore make certain 
contractions in production, particularly in North 
Sweden. 

A drawback with these surveys was the method 
of investigating one or two counties each year. 
When the investigation was brought to an end 
after the last counties had been reviewed, the 
figures relating.to. those districts which had first 
been surveyed were already a decade old and 
therefore not fully compatible with the informa- 
tion freshly obtained. For this reason the national 
forest survey was reorganized into a continuous 
survey, with the country being subjected to a 
sweeping and much less detailed investigation 
once a year. After a few years, statistics having a 
satisfactory degree of accuracy are available for 
the country as a whole, and after a few more years 
acceptable data can be drawn up relating to 
smaller regions — a county or river basin, for 
instance. Thus, plans for expansion in the forest 
industry, etc., can henceforth always be based on 
up-to-date forest survey particulars. 

An innovation with the most recent national 
forest survey, which was begun at the beginning 
of the 1950s, is that the stumps from the last fell- 
ing season are now also measured; it is possible 
to calculate, from the width of their diameters, 
the size and volume of the felled trees. In this way, 
we have finally solved the problem of drawing up 
felling statistics having the same unit of measure 
as that used for growing stock and increment, 
ie., forest cubic metre — this referring to the 
volume of the entire stem including bark. 

The total increment in the Swedish forests is 
now cautiously estimated to amount to 68 million 
forest cubic metres as against 53 million in the 
1920s, i.e., there has been an increase of about 
one per cent each year. In actual fact, the in- 
crement today is most probably somewhat higher 
than this, and it is likely that even higher figures 
can be expected for the future. Investigations in 
the interior parts of Norrland, for instance, are 
considered to show the possibility of a very large 
increase in growth, provided the forests are prop- 


erly taken care of. It is, therefore, not regarded 
as an impossibility to have, within a few genera- 
tions, a total increment of about 100 million cubic 
metres. 

Compared with these growth figures, fellings 
have amounted to close on 50 million forest cubic 
metres during recent years, corresponding to 70 
per cent of the coniferous forest increment and 60: 
per cent of the deciduous forest increment. Thus. 
there is, as yet, an extremely large surplus, even. 
if account is taken of the fact that a certain part 
of the increment goes to waste in the forests and 
another part is lost in felling. A considerable in- 
crease in the standing crop is thus occurring. 

Two investigations, concerning suitable annual 
fellings over the next ten years and conducted by 
the Forest Research Institute, arrive at 63 million 
and 67 million cubic metres, respectively, i.e., 
substantially more than the volume cut during 
recent years. One can therefore understand the 
present race between the State, the companies and 
the forest owners associations for who will utilize 
a further 10 million cubic metres or so of timber. 
But it is also a very expensive process to expand 
the pulp industry, for example, and it is against. 
this background that one should look at the acer- 
bity exhibited by the companies of the forest in- 
dustry in the debate relating to the demands on 
the capital market made by the Government’s. 
forest interests. 

In the longer run, quite different problems may 
make themselves felt to a greater degree. Con- 
sumption of paper and cardboard is certainly on 
the increase — particularly for packing purposes: 
-— and this increase can be expected to become 
enormous if the standard of living in the so-called 
underdeveloped countries can be raised. But, at 
the same time, we can expect a powerful rise in 
production of pulp and paper in the more pro- 
ductive forest countries further south, especially 
in the tropics. In such a case, a severe price war 
can arise and then it will no longer be — as during 
recent decades — our timber supply that is the 
restrictive section in the development of our forest 
industry, but our costs of production. In that 
situation it would not be a.question of felling as 
many cubic metres as the forests can stand in the 
long run, but to fell as cheaply as possible. We 
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must here be prepared to make use of larger 
productive units which can be cut and reforested, 
- ete., as mechanically and cheaply as possible, so 
that we can keep down costs even though we 
should not be felling the maximum number of 
cubic metres. 

Our endeavour to obtain high timber produc- 
tion per hectare at low costs is characteristic of 
large-scale forestry today, and in recent years we 
have devised new instruments, more economic 
methods and an improved transport system. So as 
to better the soil reaction and create more favour- 
able conditions for new growth, the clear-cut areas 
are now burnt on a very large scale, at least those 
areas with certain types of soil. On this land, 
plants from good seeds, raised in very large nur- 
series, are bedded. Good seeds guarantee good 
quality new growth, and the rapid treplanting 
saves time compared with the long wait for natural 
regeneration from the seed trees left behind. Forest 
nurseries are located in all the most important 
forest regions in the country; such decentralization 
is necessary, for good seeds give good trees only 
within a rather limited area — not in an area, say, 
150 miles further north or south or at a different 
level above the sea. 

There has also been a special effort to reduce 
transport costs. Floating in North Sweden is ex- 
pensive in the small watercourses with a limited 
volume of timber -— it robs the power stations of 
water and involves considerable delay and other 
inconveniences. On the other hand, transport by 
lorry is rather expensive over long distances; this 
method of transport requires, above all, a denser 
network of roads, as well as bridges and roads that 
can take very heavy loads. Each year some 
thousand kilometres of forest motor roads are 
constructed in the country, and the network of 
roads is, in this way, gradually becoming more 
compact. 


Felling 


One can see from the diagram the size in cubic 
metres, solid measure without bark, of the esti- 
mated yearly fellings during the period 1851— 
1955 and their distribution into various kinds of 
timber. “Solid measure” is somewhat larger than 


the forest cubic metre now being used in the na- 
tional forest survey, and therefore the figures for 
the volume of fellings are rather lower when ex- 
pressed in solid cubic metres than when expressed 
in forest cubic metres. This diagram is the result 
of extremely comprehensive calculations based on 
the exports or output of timber products and pulp 
and their conversion to raw material; with regard 
to timber used for domestic purposes, it must be 
said that the figure is highly uncertain. By casting 
the figures relating to all the different kinds of 
timber, we can find out the size of the total fell- 
ings. 

A striking feature is the large share of the 
domestic timber requirements even at this late 
stage. Only during the past decade has it dropped 
below the shares of the sawmills and the pulp 
industry. The sawmills’ consumption of timber 
rose briskly during the latter half of the 19th 
century, later remaining at a mainly constant level, 
with the exception of times of economic fluctua- 
tion. Pulpwood was not of particular importance 
totally until the 20th century had got under way. 
Charcoal wood, finally, was more significant than 
sawn timber even after 1850 but has now com- 
pletely lost its importance. Right up to the First 
World War, domestic consumption and the re- 
quirements of timber for charcoal burning were 
pretty constant, and the steep rise in total con- 
sumption was supported by sawn timber up to the 
middle of the 1890s, and thereafter by pulpwood. 
From the time of the First World War, the volume 
ot total fellings seems to have stagnated after 
having gone up at a particularly brisk rate earlier. 
Now a new rush is obviously to be expected in the 
near future, with an increase in fellings of a 
further 10 million cubic metres or so, supported 
above all by the expansion in the pulp industry, 
which will hereby become by far the most im- 
portant timber consumer. This expansion in the 
pulp industry is due to a number of factors already 
mentioned, including the increase in increment in 
the forests, the possibilities of using various kinds 
of broad-leaved trees in the industry, and — last 
but by no means least — the decline in the con- 
sumption of wood and charcoal wood, which 
means that small sections of the forests are left 
over for the pulp industry. 
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Comparison between a northern and south-western conservancy 
(Average for the years 1953—56) 
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Forest economics in north and south within 
the Swedish Forest Service 


It is practically impossible to make fair com- 
parisons of the economic results from forests in 
the hands of various owners or from forest proper- 
ties of varying sizes. In the majority of cases they 
would be very halting comparisons. However, an 
attempt has been made in the adjoining table to 
compare two conservancies within the Forest 
Service, one situated in North Sweden and the 
other in South-west Sweden. The table shows 
average figures relating to the years 1953—56 and 
has been included in this article so as to give the 
reader some general idea of the importance of 
geographical location for forestry’s economic re- 
sults. 

If we begin with the income side we see that 
the sales price in kronor for standing timber per 
cubic metre in the northern district (i.e., the dis- 
trict of Nedre Norrbotten, embracing the river 
basins of the Lule and the Pite) was less than half 
the price in the western district (Vastergétland, 
Bohuslan and parts of Smaland, Halland and 
Dalsland). This difference is mainly due to two 
factors, the first of which being that the standing 
timber in the northern district during the years 
in question was composed of much thinner stems 
than in the western district, and the second that 
the buyers of standing. timber in the north of 
Sweden must reckon with considerably higher fell- 


Northern South-western 

district district 

LL etects Te Te eee One Kr./forest m? 22,81 48,44 
Rate nook Mee Ee Kr./m3, solid 47.43 50.78 

measure over bark 

oe, EE eae » 31.47 17.03 
MEN ra sts Nrtcn oe Se » 16.28 40.92 
RDS pcttie Ries nae eeene » 16.38 20.15 
Net profit » -— 0.10 20.77 

BAAS Oe trib ae forest m?/ha 1.03 5.01 
sho ae th ks on Kr. /ha 16.78 204.80 
2 arate, eee ace » 16.89 100.85 
Net profit » — 0.11 103.95 


ing costs than they would have to do in the south; 
they must naturally be compensated for this by 
offering lower prices. 

On the other hand, however, the sales price for 
cut timber has been relatively similar in both dis- 
tricts. But it must be pointed out here that the 
places of delivery, to which the price refers, are 
different; the price in the northern district usually 
includes separation at the final sorting in the 
river, while in the western district it includes 
transport by motor road. 

Felling costs in kronor per cubic metre were 
almost twice as high in the north and consumed 
about two-thirds of the sales price. 

The average value of the profit, prior to the 
deduction of overheads, from standing timber plus 
cut wood was about Kr. 16 in the north as against 
Kr. 41 in the west. 

Overheads swallowed up the whole of this profit 
in the northern district, while in the western dis- 
trict, where overheads were in fact 25 per cent 
higher in. kronor per cubic metre, they only con- 
sumed half the profit. The net profit was thus 
just over Kr. 20 per cubic metre in the west, and 
in the north a slight loss arose. 

The total results are, as has been mentioned, 
also influenced by the extent of the felling. In the 
northern district approximately 1 cubic metre was 
felled per hectare each year as against 5 in the 
west. A recalculation of the profit from standing 
and cut timber, overheads and net profit in kronor 
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per hectare instead of per cubic metre gives 
roughly the same figures for the northern district, 
while those for the western district are five times 
higher. 

The table illustrates the big differences existing 
today between a forest area in Southern Sweden 
in full production and a forest area in Norrland 
during a period of construction. However, the 
future possibilities should be bright. During recent 
years the Forest Service has spent extremely large 
sums on, inter alia, the expansion and repair of 
the building stock and on silviculture. As far as 
the building costs are concerned, it is possible to 


say that a peak has been reached and that costs 
will now fall. With regard to the question of 
silviculture, too, considerably more has been spent 
on many forest districts in Norrland during recent 
years than is normally the case. It is, therefore, 
very likely that in these forest districts costs of 
silviculture will also be dropping somewhat. In 
addition to this, we have the possibilities of a 
future increase in fellings in the Norrland forests 
with a more varied assortment than at present, 
giving rise to higher unit prices and lower felling 
costs. All these factors should exert a favourable 
influence on the yield. 
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THE RESEARCH ACTIVITY OF THE SWEDISH 
EMPLOYERS’ CONFEDERATION 


BY GUNNAR LINDSTROM 


It may be appropriate to begin by giving some 
background information about the Swedish Em- 
ployers’ Confederation (SAF). The Confederation 
was formed in 1902, primarily as a defensive or- 
ganisation against the Swedish Confederation of 
Trade Unions, (LO), which had been established 
some years earlier, and, after a modest beginning 
with about thirty member firms employing some 
8,000 workers, the Confederation has grown to 
comprise about 16,500 firms at the present time. 
These are predominantly industrial, handicraft, 
and transport enterprises in the private sector of 
the economy, with approximately 860,000 em- 
ployees, of whom 665,000 are manual workers and 
195,000 salaried employees (including foremen). 
The affiliated enterprises, the “partners”, are or- 
ganised in 44 trade associations, which form the 
“members” of SAF. The majority of the partners 
are small or medium-sized undertakings, and close 
on 12,000 of them have less than 25 employees. 
However, the larger firms account for the majority 
of the workers covered. 

The constitution of the Confederation states that 
“The purpose of the Swedish Employers’ Con- 
federation is the promotion of interests common to 
all employers”. In pursuance of this purpose the 
task of the Confederation is “to further good rela- 
tions between management and labour’, “to assist 
affiliated employers and/or organisations of em- 
ployers in negotiations with organised labour” and 
“to compensate affiliated employers for damages 
caused by labour conflicts”..The main task is that 
of negotiations, and the funds for compensating 
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for labour conflicts must be looked at in relation 
to this. However, there are many other “interests 
common to employers” with which the Confedera- 
tion concerns itself, such as the national economy, 
social policy, public relations, labour law, produc- 
tivity and rationalisation, industrial medicine, in- 
ternational co-operation etc. In recent years train- 
ing has become a further important task for the 
Confederation. Such a wide range of activities 
clearly calls for a good deal of research work, and 
the first consideration is the way in which this 
part of the activity fits into the organisational 
picture. 


The earlier phases of research activity 


There had been a research and information 
bureau in the Confederation since the beginning 
of the thirties, but in 1950 this was divided, and a 
research department was formed which dealt ex- 
clusively with research questions. For some years 
the Confederation has been organised in four 
departments directly responsible to the managing 
director; Negotiations, Expert and Information, 
Training, and Administration. In addition, the 
medical adviser and a director for international 
questions form staff functions under the managing 
director. Research work is now carried on in the 
department where a particular matter “belongs”, 
although, in the nature of things, the expert and 
information department is responsible for a fairly 
large proportion of the research work. This de- 
partment has four sections at the present time, 
dealing respectively with social policy, the national 
economy, job techniques, and enterprise councils. 

Excluding staff members who are engaged purely 
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in teaching, and those employed by the journal 
Industria and the newspaper Arbetsgivaren, more 
than forty of the Confederation’s officials have 


some academic or equivalent training. However, 


many of the staff who are engaged primarily on 
research work do not as a rule carry.a full load in 
this field, and the remainder of their time is taken 
up mainly with advising the members and partners, 
contacts with government departments, and so on. 


Current investigations 


Some examples, which make no claim to be 

systematic or complete, will perhaps help to il- 
lustrate the problem areas with which we are con- 
cerned and the types of investigation we under- 
take, and the way in which the Confederation 
operates at the research level. 
_ The pensions issue, which is perhaps the largest 
and most complicated matter we have had to 
investigate in the Confederation, is a comprehensive 
example of a research project. The Confederation 
has been involved in this question ever since it 
became a serious current issue, and was represented 
in the various official pension committees. The 
position to be adopted by the Confederation’s 
representatives in these committees naturally neces- 
sitated extensive prior internal investigations, and 
this was also true of the formulation of the Con- 
federation’s views when the official reports were 
sent to it for its views. The official investigation 
of the administration of pension funds also neces- 
sitated a considerable amount of work from the 
side of the Confederation. In this case it was the 
economists who were most closely concerned, while 
the other aspects of pensions have mainly been the 
concern of the experts in social policy. The pen- 
sions issue is also an example of the way in which 
day-to-day advisory work can sometimes give rise 
to large-scale investigations. What I have in mind 
here are the many enquiries about pensions funds 
problems with which our social policy experts. had 
to deal. 

Concurrently with the official investigations the 
Confederation conducted its own enquiry into pen- 
sions, and this was published in 1954 under the 
title “Workers’ Pensions”. This report drew up, as 
an alternative to the government’s proposals, a 


scheme for tackling the pensions problem via col- 
lective agreements. Outside experts were also cal- 
led in to help with particular aspects of the work 
on this pensions report, a procedure which is some- 
times employed. 

The most recent (and topical) phase of the pen- 
sions question illustrates the investigations which 
must be carried out in the Confederation prior to 
complex negotiations which are aimed at adjusting 
existing conditions in the light of new legislation. 
Thus the co-ordination of salaried employees’ ex- 
isting pensions with the general supplementary pen- 
sion must be preceded by extensive preparations, 
which at the present stage involve both the social 
policy experts and the negotiators. 

Investigations of a similar character to the pen- 
sions question, but on a somewhat smaller scale, 
have in recent years been made concerning, e.g., 
hours of work and health insurance. 

Not infrequently, the Confederation undertakes 
research which has no direct connection with 
government enquiries or negotiation work, but 
which is primarily intended to provide the organ- 
isations and their partners with knowledge about 


‘the actual conditions on a particular subject. One 


example of this is the study of indirect labour costs, 
i.e., the employers’ costs for employing labour over 
and above the wages paid, which was undertaken 
by the social policy experts and the economists 
some years ago, and published in 1954. Items 
covered were such things as the cost of holidays, 
pensions, protection at the place of work, provi- 
sions for health and sickness, sickness pay, housing, 
and other social benefits such as free meals, holi- 
day accommodation, or contributions for military 
service. The study showed that the indirect labour 
costs amounted on the average to about 15 per 
cent for manual workers and 30 per cent for 
salaried employees, and an average of about 20 per 
cent for the total labour force. At the present time, 
when a wider European market and more intensive 
competition are imminent, it is obviously even more 
important to be able to compare labour costs in 
different countries. The Confederation has ac- 
cordingly decided to undertake a new study of 
indirect labour costs, and this will gradually provide 
more recent data about this question. This new 
investigation, which is based on a comprehensive 
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enquiry among the partners, can serve as an ex- 
ample of the way in which a large-scale investiga- 
tion is planned in the Confederation. 

Obviously, we first of all took account of the 
experience gained from the previous enquiry. 
Comparable investigations made in other countries 
were then studied. Next, a draft questionnaire was 
compiled, discussed in very great detail, and revised 
in a study group which included representatives 
from certain firms. When a questionnaire had been 
drawn up, it was sent out to a small number of 
firms for a “dummy run” before the investigation 
itself was begun. 

Women’s wages (the question of equal pay) is 
another example of research work which has many 
aspects. Developments in this field have been 
watched continuously for several years, but since 
the question has been given particular prominence 
in the wage negotiations for 1960 the economists 
are now working on the subject in order to provide 
the best possible foundation for the negotiators. 
The work is of course carried out in close col- 
laboration with the associations affected. The 
problems here are extremely complex, and the 
primary and urgent need is for facts and an analysis 
of the facts. The question also has international 
ramifications, chiefly because the ILO has adopted 
an international convention on equal pay, and also 
because there is a somewhat differently worded 
provision on this subject in the Rome treaty dealing 
with the Common Market. Naturally, therefore, 
we have studied developments in this field in other 
countries, by means of preliminary investigations 
in Sweden followed by study visits to certain West 
European countries. The results are at present 
being put together. 

Some further subjects for investigation, which 
belong mainly in the economic field, but overflow 
into others, are worth mentioning. Thus a number 
of questions which concern economic and labour 
market policy have been raised through the govern- 
ment stabilisation enquiry (which deals with prob- 
lems of full employment and stability), and have 
led to a considerable amount of work in the Con- 
federation. Closely connected with these problems 
are questions of wages theory which also come 
under our central activities. This also leads to the 
question of the size and causes of “wages drifting”, 


a subject on which SAF and LO have undertaken 
a joint investigation, published under the title “L6- 
reglidning”. Here, as in a number of other cases, 
the Confederation’s research workers undertook 
studies in some firms as part of the work. Un- 
fortunately, this is a time-consuming method which 
we are only able to use infrequently. Another 
range of problems for study are those connected 
with a larger European market. These questions 
exemplify close co-operation between various 
organisations in the private sector of the economy, 
the General Export Association of Sweden, the 
Federation of Swedish Industries, and the Swedish 
Employers’ Confederation, who have formed a 
collaborating committee and a special study group. 
In addition, of course, work on these problems is 
still carried on within the three organisations. SAF 
is mainly concerned with investigations into wages, 
social costs, and a number of other conditions of 
work in various countries. 

Some of the investigations made by the labour 
law experts who work in the negotiations depart- 
ment are of particular interest, since they provide 
an example of Scandinavian co-operation. Each 
year the lawyers of the Employers’ Confederations 
in the four Scandinavian countries meet, and one 
or two subjects relating to labour law which are of 
general interest are selected some time in advance 
of the meetings. These subjects are then investi- 
gated thoroughly in each country and taken up for 
discussion at the meetings. This procedure provides 
in this way for a thorough examination of current 
topics at the national level, and, at the subsequent 
deliberations, for a valuable discussion with com- 
parisons between conditions in the Scandinavian 
countries. 

One of the Confederation’s tasks is to study what 
may be termed certain questions of job techniques. 
On the training side, parts of these subjects, e.g., 
work study, are given considerable weight, and 
comprehensive investigations must obviously be 
made in this field, e.g., in connection with the 
compilation of material for courses. Research work 
is also constantly being undertaken by the staff of 
the Confederation or via committee work with 
representatives of the members and partners, and 
sometimes also with the trade union side. Two of 
the Confederation’s staff in the expert and in- 
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formation department work full time on these ques- 
tions. One is concerned mainly with work study, 
while the other devotes himself to job evaluation 
and merit rating, and analyses the problems in this 
area about which little systematic is yet known. 
One enquiry under the heading of job techniques 
which should be mentioned is that on systems for 
payment by results, which was undertaken in SAF 
some years ago, and also some of the publications 
of the Time and Motion Study Board (about which 
more later). SAF also participates in the work of 
devising a common job nomenclature, which, with 
the co-operation of the labour market organisa- 
tions, is being conducted by the Labour Market 
Board. The majority of the investigations in the 
areas just mentioned affect the content of collective 
agreements in some way, and thus the negotiators 
naturally enter the picture at an early stage. It 
should also be stated that the subjects here are to 
a very large extent those in which the associations 
are primarily active, and to which they devote a 
very considerable amount of work. 

The statistical bureau, which is part of the 
negotiations department, prepares each year com- 
prehensive statistics relating to both manual work- 
ers’ and salaried employees’ wages. The statistics 
for manual workers are based on information about 
the wages position for about 95 per cent of the 
total number of workers in the affiliated firms, and 
refer to a) the calendar year and b) the second or 
third quarter of each year. In addition special 
investigations are undertaken. In the statistics the 
manual workers are divided into various categories, 
adult male, and adult female workers, and in 
certain cases youths and girls. The information is 
specified by employers’ association and in some 
cases by collective agreement as well, is shown by 
cost-of-living groups, and also arranged with refer- 
ence to the length of the ordinary working week. 
The statistics for manual workers are handed over 
to the trade union side, which usually accepts 
them as the statistics to be used in negotiations. 
This last point is dependent on what is in itself a 
perfectly obvious circumstance, namely that the 
task of the statistical bureau is the strictly impartial 
ene of procuring statistics which indicate the 
prevailing wages situation in a correct manner. 

The statistics for salaried employees’ salaries are 
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co-ordinated with the salaried employees’ organ- 


_isations to the extent that a mutually agreed job 


nomenclature is applied, and agreed salary con- 
cepts are used in the statistical calculations, etc. 
These statistics are based on individual informa- 
tion for about 165,000 salaried employees, or close 
on 90 per cent of all the salaried employees covered 
by the Confederation. In applying the agreed job 
nomenclature (this also is the result of extensive 
investigations within the organisations) salaried 
employees are divided into 179 individual jobs. 
Each job is divided by age classes. In addition the 
statistics are published according to cost-of-living 
groups, and by employers’ association. Special 
statistics are compiled for certain groups of salaried 
employees, mainly those with a university educa- 
tion. A separate statistical extract is also made for 
each affiliated firm, showing the wage situation in 
that particular company. 

The Confederation has (within the administra- 
tive department) an extremely modern punched 
cards system, which facilitates the work of the 
statistical bureau. The punched cards are also 
worth mentioning as an example of an interesting 
form of statistical collaboration with a government 
agency, in this case the Social Board. Thus SAF 
has agreed to send to the Board copies of the 
punched cards dealing with manual workers’ wages, 
and to provide certain data about salaries for 
salaried employees. The Board then combines the 
information from the SAF firms with information 
from firms outside the Conferedation, and pub- 
lishes all the material, although on a slightly dif- 
ferent basis. This collaboration saves the firms af- 
filiated to SAF from submitting information to 
more than one quarter. 

The wages statistics are not simply material for 
collective bargaining purposes. They also make it 
possible to obtain a picture of developments over 
a longer period, and are one of the sources which 
enable economists and negotiators to obtain some 
idea of the problems of wage formation. Un- 
fortunately, however, both lengthy and expensive 
special processing is often necessary for obtaining 
the desired material. 

Workers’ protection and industrial medicine are 
other important branches of activity. SAF has (as 
already mentioned) access to its own medical ex- 
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pertise, whose duties, in addition to advising, con- 
sist mainly of research work. Typical of this is the 
work which has been done on establishing certain 
standards for the organisation of health facilities 
in business firms. An extract from the Confedera- 
tion’s most recent annual report gives a closer 
indication of what is involved here: “The Con- 
federation has conducted or collaborated in in- 
vestigations into (inter alia) absenteeism, problems 
of the older worker, risks to health in working 
with trichlorethylene, job analyses and rehabilita- 
tion. A survey has been made of the duties and 
conditions of employment of industrial doctors. An 
extensive survey has been made of the scientific 
literature on the hours of work and their distribu- 
tion from a health and physiological point of view. 
A new information brochure for firms is in prepa- 
ration which deals with technical measures for 
assessing the risks to health from noise at work and 
how to combat it.” Questions of industrial medicine 
will probably be of even greater importance in the 
future, when, e.g., radioactive objects and chemical 
preparations with unknown effects for the human 
crganism, are used to an ever increasing extent. 
Here we touch on matters where it is necessary to 
make use of the accumulated experience of medical 
knowledge, and SAF’s experts maintain close con- 
tact with experts in Sweden and abroad. 
International co-operation on labour market 
matters takes place primarily within the framework 
of the ILO (International Labour Organisa- 
tion), based in Geneva. This is a tripartite organ- 
isation — consisting of governments, employers, 
and workers, — which in various ways (by con- 
ventions, recommendations etc.) develops standards 
on certain labour market questions in a wide sense. 
The Nordic Employers’ Confederations are re- 
presented in the governing body of the ILO by 
SAF’s international manager. As a rule one or 
more of the employees of SAF or the associations 
also takes part in the various conferences, depend- 
ing on the nature of the topic. It is obvious that 
in many cases the position one takes on a particular 
issue in the ILO must be preceded by investiga- 
tions, and that this can affect pretty well any part 
of the sphere of activities of the Confederation. 
At the last international labour conference subjects 
as widely different as co-operation between gov- 


ernments and labour market organisations, hours 
of work, protection against dangerous rays and 
health at the place of work were debated. 


Co-operation with employee organisations 


An account of the research activities undertaken 
by the Confederation must not overlook the im- 
portant work which the organisations on the labour 
market have jointly devoted, and are still devoting, 
to important questions of common interest. Wages 
crifting has already been mentioned as an ex- 
ample. What I particularly have in mind, how- 
ever, are the investigations which form the basis 
for the “Saltsjsbaden agreements” between SAF 
and LO, which have then in turn often left their 
mark in the form of special investigations in the 
particular field covered by the agreement. When 
this collaboration was begun in 1936 the Labour 
Market Committee was formed, and this has be- 
come a permanent forum for co-operation between 
the main organisations. The Saltsj6baden agree- 
ments were constructed within the framework of 
this committee, and the background research work 
has been undertaken in the offices of the organisa- 
tions. However, the committee does not operate 
simply through the creation of collaboration agree- 
ments, but is also continually taking up important 
labour market problems for detailed discussion; 
again, preparations for these must be made in 
advance through a study of the questions raised. 
The first of the Saltsjobaden agreements, the Basic 
Agreement, which was signed in December 1938, 
had been preceded by more than two years’ inten- 
sive research work, mainly of a legal character, 
and it has since been changed only in points of 
detail. 

A considerable amount of preparatory work also 
preceded the 1942 agreement between SAF and 
LO about the organisation of factory safety 
measures, by which a special collaborating organ, 
the Joint Committee for Work Protection, was set 
up to deal with these questions. A new workers’ 
protection act came into force in 1949, and this 
led, after new investigations, to a revision of the 
agreement in 1951. The Committee on Industrial 
Safety is repeatedly investigating how the rules are 
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applied in firms and what new developments are 
taking place regarding workers’ protection. 

A request from the Labour Market Committee 
for a joint investigation with a view to making 
vocational training more effective by means of co- 
operation between the parties led to a report on 
the subject in 1944. In this way a basis was ob- 
tained for the agreements on vocational training 
which have since been entered into on a significant 
scale at the federation level. In this field too a 
collaboration organ, the Labour Market Voca- 
tional Council, was formed between the top or- 
ganisations. Within this Council a committee has 
since surveyed the regulations relating to colla- 
boration between the parties on the labour market 
in questions of vocational training. A report on 
this was published in 1957. 

It is hardly surprising that such a difficult prob- 
lem as industrial democracy necessitated compre- 
hensive preliminary studies before a Saltsjobaden 
agreement was signed. The outcome in fact con- 
sisted of two agreements, one between SAF and 
LO and the other between SAF and TCO (The 
Central Organisation of Salaried Employees), both 
concluded in 1946. Among subsequent enquiries in 
this field should be mentioned the fact that the 
Confederation’s section on Enterprise Councils 
undertook an enquiry among the partners, and 
the results were published in “Facts and Views on 
Enterprise Councils”. The Enterprise Council 
agreements were revised in 1958 after enquiry and 
negotiation. 

Another result of the activity of the Labour 
Market Committee is the 1948 agreement between 
SAF and LO about time and motion study. Here 
too a collaborating body, the Time and Motion 
Study Board, was formed, though it has no separate 
administration. A number of publications have 
appeared under the auspices of the Council, e.g., 
“Work Study in Modern Sweden” and “What is 
Work Study?”’. 

Yet another field of co-operation between SAF 
and LO concerns the female worker. A special 
committee set up by the Labour Market Commit- 
tee issued a report in 1950 in which the posi- 
tion of the female worker in the labour market was 
examined from various aspects. The organisations 
decided to introduce a special organ of collabora- 


tion, The Board for Female Labour Questions, for 
these matters. This Board, which does not deal 
with questions of wages, has for example had a 
study made of part-time work undertaken by 
women in industry. 

Co-operation on salaried employees’ questions 
has also been developed to a marked extent, e.g., 
the agreement with TCO on Enterprise Councils. 
Agreements peculiar to the salaried employee group 
are those between the Confederation and the 
Swedish Union of Clerical and Technical Em- 
ployees in Industry (SIF) and _ the 
Union (SALF), dealing with inventions on the 
part of employees and with noncompetition clauses. 
These are two complicated questions, and the 
preparatory work was also extensive. In recent 
years the Confederation has concluded Basic 
Agreements with SIF (in 1957) and a similar 
agreement with the Foremen’s Union (in 1959), 
by which two collaboration bodies, the Salaried 
Employees’ and Foremen’s Committees, have been 
formed. 


Foremen’s 


Aims and organisation of the research work 


It has only been possible here to give a rough 
picture of the research work of SAF. For example, 
no mention has been made of purely internal mat- 
ters such as the constitution of the Confederation 
and the criteria on which dues are based, nor has 
the research work which is carried on at association 
level been discussed. I have deliberately selected a 
number of typical enquiries in the hope that they 
will give a fairly comprehensive picture of our 
work at this level. In conclusion I shall attempt 
to sketch some more general features. 

If we look at the object of the studies under- 
taken by the Confederation we obtain a rather het- 
erogeneous picture. Thus we have investigations 
designed to serve as a basis for long-term delibera- 
tions and action from the Confederation’s side in 
matters which we consider are going to be of great 
importance in the future. We also have investi- 
gations which are intended to provide a founda- 
tion for the position adopted by SAF’s represen- 
tatives in government committees, or for working 
out replies on matters remitted by the govern- 
ment or from international bodies to the Con- 
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federation for its views. Mention should be made 
here of the investigations which are intended to 
provide the essential material in negotiating with 
employees about the adjustment of existing agree- 
ments in the light of new legislation. Another 
_ group of investigations comprises those which are 
designed to support the employers’ position in 
collective bargaining, which usually occurs each 
year. Finally, there are the minor (in this con- 
text) enquiries which arise out of the day-to-day 
contact with associations and firms. 

The wide variety of objectives in the various 
investigations does of course affect the way in 
which they are designed. On the one hand there 
are the completely objective studies of the type 
undertaken by the statisticians and medical ex- 
perts (though this type of study also occurs in 
almost every one of our spheres of activity), where 
the object is to elucidate the conditions in a par- 
ticular sector in a purely objective way. At the 
other extreme are those investigations which are 
to form a direct basis for action on behalf of the 
partners, e.g., in submissions to the government 
in some cases, or even more vividly in the pro- 
ceedings of the Labour Court. Between those two 
extremes there are a host of enquiries which are 
purposeful to the extent that they are particularly 
concerned with investigating and illuminating 
those aspects of a problem which are of special 
significance for the private sector of the economy. 
The variety of objectives must not of course mean, 
and does not in fact mean, that the demands of 
objectivity and accuracy are any the less. Another 
feature is that the changing circumstances of 
practical life, accentuated by the size and hetero- 
geneous composition of the partners, can lead to 
considerable difficulties. In sum, the investigators 
must always produce work of a calibre such that 
they are prepared to accept responsibility for the 
results. The only two factors which must be al- 
lowed to impose limits on the demands for quality 
in the investigations are the time factor and the 
staffing problem. 

What has been said here indicates how much 
the scope of the investigations can vary. We have 
a whole spectrum, from projects requiring several 
years to minor studies on the somewhat blurred 
fringe of information activity. It is regrettable, but 


true, that day-to-day work takes so much time 
that we have fewer possibilities than would be 
desirable to devote ourselves to long-term tasks. 
Naturally enough, the Confederation’s require- 
ments of further investigations for long-term plan- 
ning can only be met in part by the valuable work 
of the Industrial Institute for Economic and Social 
Research (an account of whose activity was given 
in this journal in April, 1958 (Vol. 39, No. 2). 


One point I should like to discuss briefly is the _ 


relationship between the Confederation, the as- 
sociations and the partners. A considerable amount 
of duplication of work is avoided by concentrating 
at the Confederation level so much of the research 
work which is more general in character. Addi- 
tional advantages which this gives are the access 
to more specialist knowledge, and also teamwork 
through the use of the collective knowledge of the 
various experts. At the same time, of course, the 
Confederation’s investigators must maintain close 
contact with the associations and the firms in order 
to become acquainted with the practical aspects of 
planning and executing the work. After all, the 
work is meant to benefit the firms. A further point 
which should be stressed in the part played by 
associations and firms is that members of com- 
mittees are often drawn from the associations and 
firms, in addition to which experts from the private 
sector are called in to discuss current problems 
either in more formally constituted groups or in 
ad hoc committees set up for a particular purpose. 
The practical procedure when an important mat- 
ter, e.g., a main question remitted from the govern- 
ment to the Conferedation for its views, arises is 
for the Confederation in turn to ask the -associ- 
ations concerned for their views, and they, if they 
wish, may consult with their firms on the matter. 
Thus in evolving the Confederation’s attitude to 
an important question all the links in the chain 
are used, and there is a lot of close co-operation 
before the matter is finally decided. 

One observation which is worth repeating is 
that a considerable amount of research work is 
undertaken jointly, either wholly or in part, by 
the labour market parties, e.g., in the Labour 
Market Committee. 

Finally, I would like to remind the reader of the 
increasing importance of the international aspects 


——™ ~~ 
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of many research projects. Co-operation with em- 
ployers’ organisations in other countries, and with 
international organisations, can often provide valu- 
able, and sometimes necessary, contributions. This 
will of course be even more the case as the plans 
for European co-operation are gradually put into 
operation. 

The Confederation has with the passage of time 
accumulated in its Archives a lot of material on 
various aspects of labour market conditions. How- 


ever, this should by no means be taken to imply 
that the need for research is subsiding. At the 
present time there is an ever growing need for 
ebjectivity and thoroughness, and at the same time 
the conditions of the labour market are changing 
and developing rapidly. Thus new problems are 
continually arising which demand attention and 
confront the investigator with varied and interest- 
ing tasks. 
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THE SWEDISH CREDIT MARKET 
DURING THE NINETEEN-FIFTIES 


BY BENGT SENNEBY 


1. The general economic background 


The essential features in the development of the 
credit market during a particular period are deter- 
mined by what is happening at the same time to 
the real level of economic activity, although there 
is also a mutual relationship through the effect 
which the reactions on the credit market have on 
real economic developments and on the price level 
in the widest sense. What then has happened in 
real economic terms during the past decade which 
ought to have had a particularly strong influence 
on the credit market? In general terms, the past 
decade has been one of considerable expansion. 
The gross national product at fixed prices rose 
from 1949 to 1959 by about 37 per cent, or by 
nearly 31/4 per cent per annum on the average. 
In the same period, there were considerable rises 
in prices, and during the decade the gross national 
product at current prices rose by 115 per cent, 
or about 8 per cent per annum on the average. 
Foreign trade expanded still more. During the 
decade exports at current prices rose by about 10 
per cent per annum on the average, and imports 
by about 1 per cent more. 

However, it is not only this powerful general 
economic expansion which has been significant for 
the credit market, but also certain shifts between 
different sectors of the economy which have oc- 
curred during the period. Some of the most im- 
portant shifts can be illustrated by table I, which 
shows how, according to the national accounts, the 
share of certain sectors in the gross national prod- 
uct has developed. 

The table shows that the share of investment in 
the gross national product rose successively during 
the period, from 26 per cent at the beginning to 


Table 1. The percentage share in the gross national 
product of various sectors 


1949) 1952" 195551958959" 


Privateanvestment, s-E eee ei 10.3). 11:8" 12:0) A257 2G 
Homsing © cate brane ae ‘6:2: 19.89 66.0.9 b-Ommnoey 
Central government investment 5.4 7.2 7.0 7.4 7.9 
Local government investment... 3.1 3.7 42 4.4 4.5 


Total investment 26.0 28.5 29.8 31.1 31,5 


Centr. government consumption 4.7 5.0 48 51 5.2 

Local government consumption. 5.6 6.3 6.9 7.7 8.0 

Private consumption .......... 61.4 °57.5.897.2 S568 5015" 
of which: durables ......... 6.2:-16:5:3 76.8) 97.0 ae 


Total consumption 71.7 68.8 68.9 69.6 68.5 


Public sector (incl. housing) ... 25.0 28.0 29.5 31.2 32.1 
Private sectore mane cose eG 72.2, 6973" (69:2'%69 S679 


1 Preliminary figures. — ? With correction for the effects 
of the introduction of the general sales tax. 


over 31 per cent in 1959. Consumption has been 
correspondingly compressed. This shift between 
sectors may, in part, be a consequence of the rapid 
fall which has taken place in the value of money; 
and partly a result of a conscious policy to increase 
capital formation. The squeezing of consumption 
has been confined entirely to private consumption. 
Government consumption, particularly that of local 
authorities, has been able to increase its share. The 
table also illustrates that consumption of durable 
goods accounted for an increased share of private 
consumption. All four sectors on the investment 
side increased their shares, with central and local 
government as the leaders, while the share going 
to housing did not change significantly if it is 
looked at in relation to the whole period. The 
table shows further that during the whole period 
the public sector increased its share of the gross 
national product markedly, from 25 per cent in 
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1949 to 32 per cent in 1959, while the share of 
total expenditure accounted for by the private sec- 
tor was pushed down from 73 per cent to 68 per 
eerit. 

These features of the general development of 
the economy in the 1950s ought to have increased 
the demand for financial capital at a faster rate 
than the increase in the gross national product. A 
rising investment ratio and an increased use of 
durable consumer goods ought to have contributed 
to this. The growing significance of the public 
sector has increased the capital requirements of this 
sector, and necessitated corresponding shifts in the 
monetary field. 

The persistent rise in prices during the period 
— by an average of about 5 per cent per annum 
-—— was dependent in part on foreign trade influ- 
ences, but partly also on an economic policy (in- 
cluding monetary policy) which was ineffective 
from the point of view of price stability. Here 
developments on the credit market, as it has been 
moulded by the various measures of the Riksbank 
and the National Debt Office and the effects of 
the government budget, have been able to affect 
the general development of the economy. 


2. Economic policy: 
the rebirth of monetary policy 


Fiscal policy, combined with a comprehensive 
system of physical controls, was relied upon to a 
large extent in Sweden for overcoming the forces 
of inflation in the immediate post-war years. 
Monetary policy was regarded as an ineffective 
weapon which should not be used. A strict cheap 
money policy was pursued from 1945. Just before 
the war ended the Riksbank lowered the rate of 
discount from 3 per cent, the level it had been at 
since May, 1941, to 21/2 per cent, and it was 
then held at this level until December, 1950, when 
it was raised to 3 per cent. It was possible to hold 
this low rate of interest during those inflationary 
years partly through the support which the Riks- 
bank gave by purchasing long-term bonds in large 
quantities. Thus, the Riksbank’s holding of gov- 
ernment bills and bonds rose from Kr. 434 million 
at the end of 1945 to Kr. 3,443 million at the end 
of 1950. 


The level of interest rates during the 1950s 


— Discount rate of the Sveriges Riksbank 
e Current yield on 3% government loan (J 934 interest loan) 
+ » » » 2-year bonds 


to) » »  » 3-month treasury bills 


1949 1951 1953 1955 1957 1959 


In the past decade, however, monetary policy 
in Sweden, as in most other countries, once more 
came to be used as a means of stabilising the 
economy. The policy of controls had for various 
reasons to be terminated by successive stages. Fiscal 
policy showed that it could not carry the whole 
burden. A reawakening of theoretical thinking 
about money also helped in the swing of the pen- 
dulum back in favour of monetary policy, as did 
developments abroad, where a move towards a 
more flexible policy of interest rates was made at 
an earlier stage than in Sweden. The inflationary 
waves of the 1950s were in this way fought on the 
two fronts of monetary policy in conjunction with 
fiscal policy, although this struggle was not crown- 
ed by any conspicuous success. 

The 1950s became the decade of rising inter- 
est rates. From December, 1950, until Ist July, 
1957, the rate of discount rose from 3 per cent to 
5S per cent, the highest level reached since 1932, 
and other interest rates were adjusted upwards in 
varying degree. From May, 1958, the rate of dis- 
count was lowered to 41/2 per cent, partly as a 
countermeasure to the recession, and this was the 
rate still in force at the end of 1959. This cut in 
the discount rate was not, it is true, the only one 
during the decade. In November, 1953, the rate of 
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discount was reduced by 1/4 per cent to 23/4 
per cent, a fall which was, however, only intended 
to influence the rates prevailing in the money 
market, while long-term rates of interest remained 
pretty well unchanged. The movement of various 
rates is shown in the diagram. It shows that short- 
term rates of interest have risen more than long 
rates, which ought to be the case in a period of 
rising interest rates. What is striking, however, is 
that the difference in the rate of increase is 
comparatively small. The curves follow one an- 
other fairly well on the whole. In addition, the 
gap between short and long rates is in general 
rather small on the Swedish credit market. 

In 1950 interest rates were decidely too low to 
achieve equilibrium between investment plans and 
current saving with an economic policy which was 
given in other respects. This was reflected in the 
credit market as a large excess demand for credit, 
which resulted (among other things) in the de- 
velopment of a black market with considerably 
higher rates of interest than the official rates. The 
rises in interest rates during the 1950s did not 
bring about equilibrium on the credit market in 
the sense intended here, with the possible exception 
of some short periods. Proof of this assertion is 
provided by the fact that, despite interest rate 
policy, credit had permanently to be rationed by 
means of various types of regulation. The rationing 
element in monetary policy was strengthened dur- 
ing the past decade, particularly in the years 1955 
—57. There was a considerable increase in the 
velocity of circulation of money, particularly in 
years when credit rationing was severe. The ob- 
ject of credit rationing was not only to damp down 
the total demand for credit, but also to ensure that 
certain sectors were given priority in the allocation 
of credit. This applied to sectors where there was 
reluctance to allow purely market-determined 
interest rates to have their head, e. g., housebuild- 
ing, central and local government, and power 
stations. The excess financial demand from these 
sectors was also reinforced by the shifts which were 
mentioned at the beginning of this article. 

The commercial banks, which occupy a key po- 
sition in the credit market, were the first to be hit 
by credit control. In October, 1950, the emergency 
act relating to stricter cash reserve requirements 


for the commercial banks was put into operation 
for the first time since it was enacted in 1937. The 
act was subsequently repealed in February, 1952, 
to be replaced by a voluntary agreement between 
the Riksbank and the commercial banks concern- 
ing liquidity ratios. The agreement was in principle 
constructed in the same way as the cash reserve 
act. In the course of 1952 agreements also 
reached between the Riksbank on the one hand and 
the insurance companies, savings banks, and agri- 
cultural funds on the other about greater restric- 
tions in the granting of credit. These agreements 
are still in force, although the circumstances have 
in certain cases changed, usually in the direction 
of credit restriction. For the commercial banks 
there was in the period 1955—57 a further measure 
of control, namely the “ceiling on advances”, which 
meant that bank lending (with the exception of 
advances for housing) must not exceed a maximum 
amount prescribed for each bank. This regulation 
was, however, scrapped in the summer of 1957 after 
having been very severely criticised, and a big rise 
in interest rates took place instead. 

Finally, there was in existence during the whole 
decade one further form of credit control, the 
control exercised by the Riksbank over bond and 
debenture loans. The intention here was to give 
priority to certain sectors. The Riksbank gave pri- 
ority to the central government, house-building, 
certain local authorities and power stations, while, 
on the other hand, industry proper was well-nigh 
excluded from this source of long-term capital. The 
regulation gave rise to a long queue of applicants 
for loans from the Riksbank. 

Thus, although there is often talk of a rebirth 
of monetary policy during the decade of the 1950s, 
this is a truth with considerable modifications. It 
is true that the rate of interest rose during this 
boom period, but it was also necessary to make very 
considerable use of controls which have nothing to 
do with traditional monetary policy, and which 
substantially reduced the possibilities of the credit 
market functioning in a flexible and rational 
manner. Even interest rate policy was used in a 
pretty ineffective way. During the whole period 
increases in the rate of interest always came too 
late, they were as a rule not large enough, and they 
did not create the correct expectations in the 
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market in order to bring about the effect of a real 
postponement of expenditure by business firms and 
private persons. During the period the rate of inter- 
est was only flexible in an upward direction. Dur- 
ing recessions in business activity rates of interest 
were lowered only insignificantly. This is particu- 
larly true of the most troublesome recession in 
1957—58, when the rate of interest was only low- 
ered once, by 1/2 per cent. The downward rigidity 
of interest rates must perhaps be interpreted as a 
consequence of the fact that the Riksbank during 
the 1950s accepted a higher level of interest rates 
as normal, but undertook the upward adjustment 
by stages. Consequently, there was no “place” for 
a lowering of interest rates during recessions in 
activity. A more flexible interest rate policy during 
1958 would probably have made it easier to resort 
to higher interest rates during the upswing in 1959 
and later. 

The strongly restrictive monetary policy during 
the decade is of course reflected in the banks’ 
figures for advances, although these nevertheless 
show surprisingly large variations (see table 2). 


Table 2. Changes in the commercial 
banks’ advances to the public 


Kr mill Kr mill 
NOOO G carcts wet is-s's + 1,142 1 DS rec ievarncie:s — 326 
Lhe Seneca + 935 GSO tae hort oetens +. 108 
CRA Soe ane ere — 327 DOS Titorais te loerersv'nys + 188 
NOGA ee cisrd: ws « + 84 NODS eee covavsregere ors + 866 
NOGA Pes acr + 1,160 NO BO east news ova + 1,433 


The decline in bank lending in the years 1952— 
53 was hardly a consequence of the restriction of 
credit, but rather a result of the downturn in eco- 
nomic activity which occurred then. On the other 
hand, the fall in advances in 1955—56 was in large 
part probably a result of the extremely restrictive 
monetary policy which was pursued in those years 
in conjunction with fiscal policy measures. As the 
table shows, bank lending was able, despite credit 
restriction, to increase significantly during such 
years as 1954, 1958 and 1959. This expansion of 
credit was made possible mainly through develop- 
ments in government financing combined with 
government borrowing policy. In fact, during the 
decade, large-scale attempts were made to cover a 
government deficit by means of short-term borrow- 


ing from the commercial banks, and this helped to 
increase the liquidity of the banking system. 


3. Government finance and market liquidity 


The different sources from which government 
borrowing was financed during the decade of the 
1950s are shown in table 3. 


Table 3. Government borrowing by source 
(in millions of kronor) 


Year ae Sa Other Total 
LODO Reacts + 260 — 91 + 239 + 408 
1 KS Bo a er — 622 + 702 + 280 + 360 
N95 Digerati + 419 — 127 — 405 — 113 
G5 Ss See eee — 372 + 1,510 + 4 + 1,142 
OD Ay teen veces + 505 — 255 + 956 + 1,206 
[AS eee aes ence + 795 — 209 + 436 + 1,022 
VO5G.4e sto cre cie + 502 + 173 + 210 + 885 
REY MSE or tomde + 759 + 816 + 554 + 2,129 
He et sj ee ey + 335 + 556 + 128 + 1,019 
LO5O Foe aes + 348 + 676 + 897 + 1,921 
+2929 +3,751 +3,299 + 9,979 
* Estimated 
Government borrowing increased during the 


decade by Kr. 9,700 million, or 78 per cent, an 
increase which was, however, less than that of the 
gross national product in the same period, where 
the increase (at current prices) amounted to 115 
per cent. Over the period as a whole the com- 
mercial banks were the most important source of 
capital, and only in the years 1954 and 1955 did 
the Government make use of the capital market 
for borrowing on a really large scale. Borrow- 
ing took place almost entirely in the form of 
Treasury bills and short-term bonds of 7 years’ 
maturity at the most. The commercial banks’ hold- 
ings of Treasury bills and Swedish Government 
bonds increased during the decade (as table 3 
shows) by Kr. 3,800 million, or per cent. These 
assets are regarded by the banks as liquid assets, 
and must be included in the numerator in cal- 
culating the liquidity ratios that are to be attained. 

This policy of government borrowing has con- 
tributed very considerably to the strong growth in 
the liquidity of the commercial banks during the 
period. Table 4 shows that liquidity has approxi- 
mately doubled. 
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Table 4. Liquid assets of the commercial banks 
in relation to deposits by the public 


At the end of aan At the end of es) 
949 ee tatoo en 19.1 LOD Dera Aneto nee 30.1 
O50 A re eae 14.5 195 Ga sree ene 30.3 
195 [eth neer eoenee. 20.0 Ke ey IS Ey oto pec 32.8 
5207 stysorie cles oe 24.0 W956 recta nee 6325 
NO5S) Ete hee eee 32.0 LO5OE See tace kein Sil 
LORE eee a es eee Zit. 


Note: Liquid assets comprise cash, (net) claims on domestic 
banks, money at call abroad (net), and Treasury bills and 
Government bonds. 


But the 1950s were distinguished not only by 
rising bank liquidity but on occasion also by a very 
marked increase in the amount of money in the 
hands of the public. What is interesting in this 
connection, however, is the way in which the 
quantity of money has developed, if a correction is 
made for price rises and economic growth. This 
then gives a measure of the real liquidity of the 
public, and table 5 shows how this has developed. 
Real liquidity has been calculated as the ratio of 
the note circulation and deposits by the public in 
all credit institutions on the one hand, to the gross 
national product at current prices on the other. 

As the table shows, liquidity declined very con- 
siderably in 1951 and 1952, rose again during 1953 
—54, but then fell to its lowest level in 1957. It 
increased again in 1958—59, but did not in 1959 
reach the level which prevailed in 1950. The severe 
decline in the value of money, together with the 
real expansion of the economy during the period, 
has “devoured” the increases in the nominal quan- 
tity of money, which in some years were very large. 

The index series in table 5 can also be regarded 
as a measure of the fluctuations in the velocity of 
circulation of money. An increase in real liquidity 


Table 5. Real liquidity of the public 


(1949=100) 
Year * Index Year * Index 
ey ee ea ees ae 100 MOSBY Neccta crashes 94 
L950 Rocce 101 1956 >See ears 91 
LOS ae Vee 92 1957 ee coe ees 89 
LOD 2 eesti 90 L958 onal eeee eres 92 
ee Nomareareos 94 NO5 Gites toy erceeiee an 99 
LOS4 is onan tonras 97 
* Average 


measured in this way means a drop in velocity of 
circulation, and vice versa. The series shows how 
the velocity of circulation of money has increased 
during boom periods (1950—51, 1954—57), and 
declined during recessions (1952—53, 1958—59). 
The table shows that the greatest amplitude of the 
fluctuations in velocity of circulation during the 
decade was 12 per cent. 


4, Balance sheet total of various institutions 


The development of the balance sheet total of 
the different credit institutions is shown in table 6. 

The agricultural credit funds show the most 
rapid relative increase, but in absolute terms the 
increase for these institutions is not particularly 
large. The commercial banks and insurance com- 
panies have had the same relative increase, while 
the rate of growth of the savings banks has been 
considerably less. The development of the com- 
mercial banks has been promoted primarily by the 
very large increase in deposits during 1959. 

The past decade has on the whole been marked 
by a fairly severe shortage of credit, and this has 
led to very keen competition for deposits between 
the various institutions. The bank which has been 
able to expand most rapidly on the deposits side 
has been in the most favourable position for grant- 
ing credit. The age-long lines of demarcation be- 
tween the spheres of operation of various insti- 
tutions have been blurred somewhat during the past 
decade. Under the influence of growing compe- 
tition, commercial banks, savings banks, agricultural 
credit funds, and the Post Office have increasingly 
begun to trespass upon one another’s domains, 
especially as regards competing for increased de- 


Table 6. Balance sheet total of the credit institutions, 
in November of each year 


1949 1959 Changes 
Kr Kr in per 
mill. mill. cent 
Commercial banks .......... 8,299 18,413 + 122 
pavings) banks" cuiss)hieniee ek 7,030 13,915 + 98 
Postal cheque’ servicey.. s+ ssn 1,111 1,936 + 74 
Post Office Savings bank 2,066 4,129 + 100 
Agricultural credit banks .... 362 1,108 + 266 
Insurance companies” ....... 7,219 16,000 + 122 


1 In September. — * In December. — * Estimated figure. 
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. posits. The very large increase in the deposits of 
the commercal banks during 1959 (about Kr. 
3,000 million) cannot, however, be considered to 
depend on these adjustments at the margin. By far 
the greatest part of it must be ascribed to the sub- 
stantial increase which took place during the year 
in the credit balances of business firms with the 
banks. When the liquid resources of business firms 
increase, these gravitate to a very great extent to- 
wards the commercial banks. When liquidity is 
subsequently evened out in various ways a propor- 
tion of the deposits then flows towards other insti- 
tutions. 


5. Investments of the credit institutions 


The shifts between different sectors of the eco- 
nomy which were mentioned at the beginning of 
this article are reflected in the investments of the 
commercial banks. Lending by these institutions to 
the Government (i. e., their holdings of Treasury 
bills and Government bonds) increased from about 
Kr. 1,000 million in 1950 to close on Kr. 5,500 
million in 1959, and this particular form of lending 
increased its percentage share of the commercial 
banks’ total assets from 11 to 28. Lending to the 
private sector (industry, trade and transport) in- 
creased from Kr. 3,500 million to over Kr. 6,000 
million, but the share of these credits in the total 
assets of the banks declined from 35 per cent to 
32 per cent. Industry in particular had its share 
cut. Loans to the housing sector retained an almost 
unchanged share and (including mortgages) in- 
creased during the decade by Kr. 1,500—2,000 
million. 

Some rather important changes took place dur- 
ing the 1950s in the investments of the insurance 
companies, and loans to the private sector in par- 
ticular accounted for an increased share of the 
insurance companies’ assets. Loans to industry, 
trade and transport rose from about 21 per cent 


to over 25 per cent. This increase must be viewed 
against the background of the control over bond 
loans which the Riksbank exercised during the 
whole decade, and which has meant that extremely 
few industrial enterprises have been able to issue 
bond loans. Firms have therefore made use in- 
stead of the possibility of obtaining long-term 
finance through loans against promissory notes 
from the insurance companies. The share of credits 
to local authorities also increased, from 10 per cent 
to 14 per cent. The share of the housing sector 
declined somewhat, from 42 per cent to 38 per 
cent, while loans to the central government de- 
clined from 23 per cent to 18 per cent. This last 
development endorses what has been said earlier 
about government borrowing; only a small part of 
the increase in government indebtedness during the 
1950s took place through the capital market. In- 
vestments by the Post Office underwent extremely 
large structural changes during the 1950s. The 
share of the housing sector in postal credits in- 
creased from about 18 per cent to 52 per cent, 
while on the other hand the central government’s 
share declined considerably, and that of local au- 
thorities to some extent. The housing sector’s share 
of the assets of the savings banks has also gone up, 
but the structural change is not nearly so marked 
here as in the case of the Post Office. 

From the point of view of the various sectors of 
the economy, these structural changes in the credit 
market during the past decade mean that the in- 
surance companies have become the most impor- 
tant institutional source of credit for industry, that 
the significance of the Post Office (and to a much 
lesser extent that of the savings banks) has in- 
creased greatly for the financing of housing, while 
the insurance companies have played a less im- 
portant part, and that the Government has made 
increasing use of the commercial banks for its 
borrowing, while here too the insurance companies 
have declined in importance. 
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THE ECONOMIC SITUATION 


The international recovery from the 1957—58 
economic recession gave rise to a new boom year 
in 1959, characterised by an increasingly brisker 
rise in production. It was possible for price sta- 
bility to be maintained over the year, and while 
unemployment was still relatively extensive in a 
number of countries at the beginning of 1959, the 
year-end saw a manpower shortage arising in many 
branches of industry. In the United States, how- 
ever, this improvement was interrupted by a four- 
months’ long steel strike. 

The Swedish recession was milder, but seems to 
have been perhaps somewhat lengthier, than in 
most other countries. Exports began to rise as 
early as at the turn of the year, but the general 
increase in industrial production did not start 
until the middle of 1959. Only during the second 
half of the year did employment rise, and at the 
same time there was a visible fall in unemploy- 
ment. The delay in the Swedish upswing — which 
is, in fact, no new phenomenon, having been 
observed during previous trade cycles, too — had 
a beneficial effect in that imports did not begin 
to rise until 3—6 months after exports, this causing 
an increase in the foreign exchange reserves. _ 

The measures of economic policy, taken with a 
view to suppressing the recession, contributed to 
the maintenance of employment and the expan- 
sion of investments during 1958 and 1959. The 
budget deficits which arose during this period — 
partly on account of these very measures — gave 
rise, however, to a high degree of liquidity in the 
economy, which has increased the risks of an in- 
flationary boom during 1960. So as to reduce these 
risks, there was a certain tightening-up of eco- 
nomic policy involving measures of both a mone- 
tary and fiscal nature as from the autumn of 
1959. Thus, the commercial banks’ liquidity ratios 


were raised, restrictions on lending were recom- 
mended by the Riksbank, a general sales tax was 
introduced on Ist January, 1960, and in the 
middle of January the discount rate was increased 
from 4 1/2 to 5 per cent. 


International economic trends 


The world economy is at present enjoying a 
well-developed boom. The falling-off in interna- 
tional economic activity which made itself felt 
during 1957 and 1958 was followed in the autumn 
of 1958 and during 1959 by a universal upswing. 
This down-turn and up-turn period has affected, 
besides the United States, practically all of the 
European states as well as the primary-producing 
countries. Although there has not been complete 
simultaneity —- Denmark and The Netherlands 
experiencing their recessions earlier, and France 
later, than other countries —- we have here an 
example, for the first time since the Second World 
War, of an economic fluctuation embracing very 
large areas of the world (outside of the Eastern 
block). Recessions have certainly occurred during 
the post-war period, both in 1948—49 and 1952 
—54, but these have primarily involved the 
American economy and — as far as Europe is 
concerned — only affected certain branches of 
industry one after the other. The type of interna- 
tionally-diffused business cycles, which was charac- 
teristic of the inter-war years and also of the pe- 


.riod preceding the First World War, was thus not 


able to be found during the first ten post-war 
years. The lack of uniformity in the various coun- 
tries’ economic development from 1945 to 1954 
was, first and foremost,.a consequence of the war; 
the process of reconstruction and a cumulative 
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demand in Western Europe were accompanied by 
a practically uninterrupted expansion. It was not 
until the middle of the fifties that the expansionary 
forces induced by the war could be said to be 
largely exhausted. 

The upswing now prevailing should therefore 
be regarded as an expression of a more “normal” 
economic development mainly free from the ef- 
fects of the Second World War on consumption 
and investment requirements, being instead princi- 
pally due to population growth, technical progress 
and investments in machines, plants and research. 
At the end of the war a post-war depression was 
generally expected, and when this did not occur 
one felt sure that the cyclical fluctuations had 
vanished for ever. However, this conviction now 
seems to have been superseded by a general resolu- 
tion to mitigate future — probably more syn- 
chronized — economic strains. During the recent 
cyclical movement from 1954 to 1958, economic 
policy — with this aim in view — restored to their 
place of honour the well-used interest and credit- 
market measures. At the same time, other methods 
were tried during the recession, these having a 
direct employment-creating effect, such as the re- 
training of labour and grants towards moving ex- 
penses. In Great Britain consumption was stimu- 
lated by means of tax reliefs and easier hire-pur- 
chase terms. In Sweden more favourable invest- 
ment conditions were created — including the 


Foreign Trade (Million Kr) 
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tax-free utilization of certain funds — which led 
to firms’ heavily increasing their investment out- 
lays. In most countries public investments in roads 
and construction work climbed, while various kinds 
of support were given to house-building. 

Under the influence of the improvement in 
economic conditions, economic policy in the ma- 
jority of countries was reorganized during 1959. 
There was a general raising of the interest level 
— this taking place in Sweden as late as in the 
middle of January, 1960. Increases in public in- 
vestments ceased in many countries, and in some 
countries there were even reductions. In Sweden, 
however, they continued to grow. House-building 
retained, for the most part, its priority status and 
was thus one of the most expansive factors in the 
upswing of 1959. However, in the United States 
there was a downward reversal towards the end 
of the year, while in Western Germany there was 
a fall in the rate of growth on account of a labour 
shortage. The measures taken for the stimulation 
of industrial investment and private consumption 
were curtailed or gradually lost their effect. But 
at the end of the year unemployment remained in 
a number of countries, representing a more serious 
and long-term problem than had earlier been ex- 
pected. Certain industries, particularly the coal 
industry and in some places the ship-building in- 
dustry, had run into difficulties causing local 
unemployment. On the other hand, the textile 
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industry’s drawn-out crisis seemed to be alleviated 
by virtue of a rise in the demand for its products. 
In the United States a four-months’ long steel 
strike during 1959 led, moreover, to unemploy- 
ment in certain steel-consuming branches of in- 
dustry, the car industry and house-building. How- 
ever, in practically all of the West European coun- 
tries unemployment was — in the middle of 1959 
— lower on the average than in 1953, when a 
number of lines were hit by a considerable reces- 
sion. 

After the sharp drop in raw material prices 
during 1957, there was during 1958 and the first 
half of 1959 a period of stability both for these 
prices and wholesale prices of other products, as 
well as for consumer prices. However, during the 
autumn of 1959 living costs began to go up once 
again both in the United States and Western 
Europe. In this connection, the perpetually rising 
prices of services, together with — in Western 
Europe — poor harvests with higher foodstuff 
prices, have been of major importance. 

The volume of international trade fell from 
1957 to 1958, but during 1959 there has been a 
gradual recovery. The decrease in value of world 
exports during 1957 and 1958 was approximately 
5 per cent, being dependent — to an equal extent 
— on price reductions and diminishing quantities. 
However, as early as in the fourth quarter of 1958 
the total value of exports again began to rise. 


Deposits and Advances of the Commercial Banks (Mill. Kr.) 
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Then, after a pause during the first quarter of 
1959, the increase continued in the second and 
third quarter of that year, the value of exports 
reaching a level equal to the highest value noted 
in 1957. The recovery in the volume of exports 
has been even more pronounced, the world’s total 
export volume during the second quarter of 1959 
being 11 per cent greater than at the same time 
in the previous year and 4 per cent greater than 
the figure noted prior to the recession. Despite 
this expansion, though, the average price level for 
world exports fell from 1958 to 1959. 

The more detailed economic development in 
certain countries of special significance for the 
Swedish economy is given below. 

As far as the United States is concerned, 1959 
can be looked upon as a year of recovery on the 
way to a high level of business activity. The up- 
swing of 1958—59 was just as strong and wide- 
spread as in 1954—55, 1e., during the first phase 
of the previous upturn. Thus, the gross national 
income was 7 per cent greater during 1959 than 
in 1958 (calculated in fixed prices). During the 
third quarter of 1959 the upswing was interrupted 
by the steel strike. Industrial production also 
underwent a rapid revival and the previous pro- 
duction record of December, 1956, was passed 
during the first quarter of 1959. The continued 
upward movement was brought to a halt in July 
on account of the strike. Thanks to production in 
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the steel works being resumed in November, the 
upswing has again got under way. 

In Great Britain the 1957—58 recession was 
relatively mild. The recovery began towards the 
end of 1958, and during 1959 it progressed at an 
ever-increasing rate. Industrial production during 
the fourth quarter of 1959 was thus 7—8 per cent 
higher than in the preceding year. A principal 
reason for the upswing is to be found in the steep 
rise in domestic consumption, stimulated by tax 
reliefs and increased possibilities for the hire-pur- 
chase trade. Heightened export demand from 
North America and the rest of Europe helped at 
the same time to give the economic upturn such a 
broad base as to make possible the participation 
therein of practically all industries. Only the coal- 
mines and shipyards still had unchanged or falling 
production figures at the end of 1959. Companies’ 
stock investments ceased falling over the year and 
actually rose somewhat — thus providing an eco- 
nomic stimulant. On the other hand, other private 
investments increased insignificantly. 

In Western Germany the 1958 recession brought 
with it only a slight and transitory drop in in- 
dustrial production and employment. The gross 
national product grew from 1957 to 1958, but at 
a somewhat slower rate than earlier. By 1959 the 
upswing was really under way. Backing up the 
West German expansion we find, first and fore- 
most, swelling investments and increasing exports, 
strengthened by a building-up of stocks of raw ma- 
terials and semi-manufactured goods begun during 
1959 (stocks of finished products, however, fell). 
On the other hand, private consumption did not 
have the same importance for the upturn as in, 
for example, Great Britain. 

As for the remaining West European countries, 
the adjacent chart shows quite clearly when the 
recession and recovery started, how deep the de- 
cline was and how quick the following upswing 
was up to the autumn of 1959. The downturn 
was somewhat smaller and considerably shorter in 
the six countries of the common market than in 
the five countries included here belonging to the 
outer free trade area (Great Britain, Sweden, 
Denmark, Norway and Austria). The consequent 


upswing was, on the other hand, somewhat quicker . 


in the latter countries. The diagram only illustrates 


Recession and recovery in Western Europe 
and the U.S.A. 


This chart shows the course of the recession in the United States 
and West European countries. The arrow on the left shows the 
quarter in which the downturn began. The left-hand bar shows 
how far production fell below the previous peak, and when the low 
point was. The right-hand bar shows how far production has re- 
covered above the previous peak; the figures are for the latest 
available three-month period. Changes in per cent. 

Source: National Institute Economic Review, 
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the development over the past three years, but if 
we take a somewhat more long-term view — if 
we, for example, consider the trend of industrial 
production since 1953 -—- we get the impression 
that there exists some connection between the long- 
term rate of expansion and business cycle sensi- 
tivity. Thus, from 1953 to 1959, industrial pro- 
duction in the United States rose by 10—15 per 
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Balance of resources: 1950, 1955, 1957—59 at fixed (1954) prices (in millions of kronor) 
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cent, in the five countries mentioned above be- 
longing to the outer free trade area by 25 per cent 
and in “The Six” by 50—55 per cent. The cor- 
responding figure for Sweden is 25 per cent. 

For the primary-producing countries, the falling- 
off in economic activity meant that their plans 
for economic development received a serious set- 
back. The export volume of these countries was 
in the main unchanged from 1957 to 1958, but 
prices and export incomes fell by 5 per cent. 
During the first half-year of 1959 the volume of 
exports rose by 9 per cent, but prices continued to 
drop by 3—4 per cent. The previous decline in 
export incomes could thus be recovered, yet only 
on account of the rise in exports. As a consequence 
of lower incomes during the recession, the value 
of the primary-producing countries’ imports was 
cut by 5 per cent from 1957 to 1958, this also 
involving a reduction in volume. From 1958 to 
the first quarter of 1959, imports were drastically 
curtailed, but during the second quarter an up- 
ward movement was discernible, which would 
seem to have continued during the remainder of 
1959. The same quarter saw an improvement in 
the primary-producing countries’ terms of trade 
after they had fallen continuously since 1954. 
These countries’ trade balance thus underwent an 
improvement during the first six months of 1959, 
trade with the United States being of predominant 
importance in this respect. The industrialized 
countries’ expansion has therefore greatly benefited 
the primary-producing countries, and this has 
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given rise to optimism regarding both the latter 
countries’ economic development and the indus- 
trialized countries’ exports to them during 1960. 
These general characteristics do not, however, take 
account of the fact that the development in the 
primary-producing countries has been “split” inas- 
much as certain of these countries have not as yet 
been affected by the improvement in the interna- 
tional economic conditions. 


The economic situation in Sweden 


In Sweden the 1958 recession was turned into 
a new boom in 1959. The development can be 
reviewed in a balance of resources, in which — 
for purposes of comparison — some earlier years 
of the 1950s have also been included. 

The gross national product, which in 1950—57 
rose by — on the average — 3.3 per cent each 
year, increased in 1958 by less than 1 per cent. 
The calculated increase for 1958—59 — 4 1/2 per 
cent — means, however, that this slowing-down 
in the rate of growth is almost entirely compen- 
sated for. 

The 1957—58 recession was due to a reduction 
in the demand for Swedish goods from abroad 
and — to an even greater extent — to diminished 
holdings of stocks. The fact that production could 
be maintained so well in spite of this was on ac- 
count of extensive increases in investments in fixed 
capital by the private. sector of industry, a sub- 
stantial rise in private consumption and growing 
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Percentage changes in production and employment in certain branches of industry from 1958 
to the corresponding period in 1959 
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activity in the field of public enterprise. The up- 
swing of 1959 was based on the same expansive 
factors, yet principally on governmental activity 
and private consumption. In addition to this, how- 
ever, we find that exports began to rise from the 
beginning of 1959 to an unforeseen extent. For 
certain branches of the economy this increase in 
exports became the dominating economic stimu- 
lant. The reduction in stocks continued during 
1959, probably affecting mainly finished goods, as 
a result of a sharp rise in consumption taking place 
simultaneously with a growing tendency to build 
up stocks of raw materials and semi-manufactured 
goods. The consequence of this was a gradually 
expanding volume of imports. However, the time- 
lag between the rise in exports and the increase in 
imports led to the Swedish current balance of 
payments showing a surplus — for the first time 
since 1953 — and the foreign exchange reserves 
being strengthened. 


The trend of production 


The total increase in production from 1958 to 
1959 amounted to between 4 and 5 per cent. The 
most powerful growth is shown by building and 
construction activity, this being a consequence of 
the fact that a large proportion of the increase in 
investments during the year was concentrated on 


this type of activity. The public sector was re- 
sponsible for an increase in production of about 6 
per cent. 

The biggest addition to the gross national prod- 
uct, calculated by reference to its absolute size, 
came from industry. During the first six months of 
1959 no increase was noted in total industrial pro- 
duction as compared with the same period in 
1958. However, there was a rapid rise during the 
second half of the year so that in November, 1959, 
it was 5 per cent greater than a year earlier. The 
total increase from 1958 to 1959 is calculated to 
amount to 3 per cent. It can be observed from 
the diagram on page 27 that industrial produc- 
tion dropped less in Sweden during the recession 
than in most other countries, but at the same time 
it appears that the upswing came later in Sweden. 
The Swedish rise in production over the previous 
highest level was, therefore, still lower than in a 
number of the other West European countries late 
in the autumn. : 

In the table the production figures for various 
branches of industry, published by the Federation 
of Swedish Industries, are presented in quarterly 
form and for recent months. 

Total industrial production was slowly rising as 
early as during the first quarter of 1959. During 
the first half-year, however, production in several] 
branches was still lower than a year earlier. It was 
not until the third quarter that a real change oc- 
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curred and a general, accelerated upswing came 
into being. This came so late for some branches 
that their total output during 1959 did not exceed 
that of 1958. In this connection, it was, for ex- 
ample, the iron ore mines, and most likely the 
foodstuffs industry and the leather and shoe in- 
dustry, too, that were involved. Moreover, we find 
that the production of the timber industry con- 
tinued to go against the trend of the trade cycle. 
In 1958, output and stocks rose at the same time 
as demand fell, while in the following year there 
was a contraction in stocks and production while 
sales went up. Under the influence of rising de- 
mand and heavily reduced stocks, the output 
prospects were pronounced good at the end of 
1959. The increase in production in the engi- 
neering industry would seem to have amounted to 
— taking into consideration the trend of employ- 
ment and the growth in productivity — 3 to 4 per 
cent during 1959, the upturn probably having oc- 
curred during the first quarter. Only the shipyards 
continued to experience falling employment and 
unchanged production figures. Certain medium- 
sized yards were hit by employment difficulties, 
while the big shipyards — and also the smaller 
ones — had a larger supply of orders for the 
construction of new vessels; the amount of availa- 
ble repair work was, on the other hand, insuf- 
ficient. Incoming orders climbed somewhat during 
the year, but not enough to prevent a considerable 
reduction in the backlog of orders. However, it is 
expected that the volume of orders on hand will 
make it possible for production to be unchanged 
during 1960, too. 


Investments 


As was the case in other countries, house-con- 
struction was used in Sweden to counterbalance 
the deterioration in economic conditions in other 
branches of industry. Gross investments in housing 
rose by 7 per cent from 1957 to 1958. From 1958 
to 1959 the increase was smaller — 3 per cent — 
but a record was set during this period in that 
69,000 dwellings were completed. 

’ In Sweden, however, building activity has for a 
good many years been subject to controls. At the 


beginning of 1958 there was an accumulation of 
building applications. These were granted at a 
faster rate than that at which new applications 
were received during the year. At the same time, 
firms were given the possibility of utilizing tax- 
free funds set aside for future investment purposes 
(they should really be tied-up for a period of five 
years in order to qualify for tax exemption). Gross 
investment expenditure on building and construc- 
tion activity rose from 1957 to 1958 by 7 per cent 
(11 per cent in industry). In 1959 the increase 
was even greater at 8 per cent (9 per cent in in- 
dustry). The coming into being of a pronounced 
boom in building activity was also due, in large 
measure, to the expansion of public investments, 
particularly in the public utilities, roads and in the 
municipalities. 

Total gross investments in machinery and equip- 


ment went up by 6 per cent from 1957 to 1958. 


In this field, private investments were particularly 
expansive; industry’s investments in machinery 
and equipment thus rose by 21 per cent. Factors 
contributing to this substantial advance in invest- 
ments during a recession — which, with the ex- 
ception of Western Germany, we were the only 
country in the world to experience — were the 
above-mentioned relaxations in investment condi- 
tions, the expansive economic policy, the increased 
possibilities for self-financing — through stock 
reductions — and the expectations of a returning 
boom with a more severe investment climate. 
During 1959 a reversal seems to have taken place; 
it is calculated that, in general, industry’s invest- 
ments in machines and equipment have dropped 
from 1958. However, if we include in our calcula- 
tions the steelworks at present under construction 
in Oxeldsund, the statistics show a slight total rise. 
Even this trend is contrary to the international 
tendencies, with the exception of Great Britain — 
where industrial investments have been stagnant 
for a long time. 

In summary, it can be said that private invest- 
ments — in fixed capital — was the most ex- 
pansive factor during 1958. In 1959 these invest- 
ments rose at a considerably slower rate. However, 
total investments made by the central government 
increased rapidly — by 12 per cent — and those 
by the local governments by 5 per cent. The public 
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‘sector is thus almost wholly responsible for the 
growth of investment activity during 1959. As far 
as 1960 is concerned, the National Budget for that 
year assumes that investments in industry and 
communications will comprise the major part of 
the total increase in investments. 


Foreign trade and the foreign exchange reserves 


The following table illustrates how Swedish ex- 
ports and imports have developed during and after 
the recent recession. The values relate to the sum 
for twelve months, the last of which is given in 
the table. (Millions of kronor.) 


Previous Exports’ Imports’ eae 
peak low point low point : dsl By 
(—October (—October (—March (nocornt 
1957) 1958) 1959) ber 1959) 
BEXDOLtS, <<). 2.0 11,100 10,570 10,920 11,480 
Tmports.....:.. 12,600 12,000 11,800 12,500 
Import surplus 1,500 1,430 880 1,020 


It should here be added that export prices (unit 
prices) dropped between the first and last periods 
by 4+ per cent and that the corresponding fall in 
prices for imports amounted to 8 per cent. 

The table shows that the economic decline hit 
exports and imports at approximately the same 
time — in the autumn of 1957. The value of ex- 
ports fell in one year by about 5 per cent, but then 
recovered rapidly and in November, 1959, (12 
months’ value) was 3 per cent higher than the 
previous top value. This means that the rise in 
volume was approximately 7 per cent. 

The volume of imports declined only insignifi- 
cantly during the recession, being for a long time 
“more or less unchanged. The simultaneously fall- 
ing import prices thus caused the import value to 
drop during a period of 1 1/2 years by 6 per cent. 
‘The highest yearly value previously noted had still 
not been exceeded in November, 1959. The in- 
crease in volume, on the other hand, would seem 
to have been just as large as that experienced by 
exports, i.e., 7 per cent. 

The delay in the rise in imports as compared 
with exports was the cause of a considerable im- 
provement in the Swedish balance of trade from 
1958 to 1959. The deficit. (per twelve months) 


was thus reduced from Kr. 1,650 million in May, 
1958, to Kr. 700 million in May, 1959. When im- 
ports began to go up, then the deficit followed suit 
and in November (per twelve months) amounted 
to Kr. 1,000 million. Net shipping revenues would 
seem to have been unchanged — at Kr. 1,250 
million — from 1958 to 1959, while other services 
most likely showed a somewhat larger deficit than 
mato5e. 

Thus, we find that the current balance of pay- 
ments during 1959 — for the first time in six 
years — showed a surplus. The total deficit for 
the years 1954 to 1958, inclusive, amounted to 
over Kr. 1,000 million. Despite this, the foreign 
exchange reserves rose during this period by — in 
round figures — Kr. 500 million. The recorded 
capital movements during these years were small, 
and the difference — Kr. 1,500 million — should 
to a large extent be looked upon as a result of 
statistical and unrecorded transactions. 
During 1959 the foreign exchange reserves con- 
tinued to increase more than the balance of cur- 
rent payments and the recorded capital movements 
indicated, the rise over the year amounting to Kr. 
56 million. 


errors 


Foreign exchange reserves (millions of kronor) 


30/6 31/19 30/6 31/19 

The Riksbank 1958 1958 1959 1959 
Golds te Bawa 1,053 1,053 1,061 987 
Foreign exchange .... 1,260 1,392 1,508 1,179 
2,313 2,445 2,569 1,166 

The commercial banks .... 257 546 465 881 
Total 2,570 2,991 3,034 3,047 


The development of exports showed a remarka- 
bly broad increase during 1959 for various com- 
modity groups. In contrast to 1954—55, the de- 
mand for Swedish raw materials and semi-manu- 
factures rose concurrently with an increase in de- 
mand for finished investment-type goods. Increases 
were noted principally for commercial iron and 
steel, cars and forest industry products. In spite 
of the large increase in volume, prices were — 
generally speaking — low. 

The following comparisons relate to the period 
January—November, 1958, and the same period 
in 1959: 


Per- Per- The commodity 
centage centage  group’s contri- 
change change bution to the 

in volume invalue rise in exports 

1958-1959 1958-1959 (asa percent.) 
Timber products .... -+ 20 + £5 +. 0.4 
PONDS Geeeiad ae ee + 15 + 7 + 0.8 
INEwsprint 2. scien 2 + 12 + 5 + 0.1 
Other paper and card- 

Gard tecaramereste +10 + 2 + 0.1 
TVONLOTE Fa oshin et ais + 3 — 11 — 1.0 
Commercial iron and 

SECOLA as cer stee he + 33 +19 + 1.0 
CAS PR ae sae hs + 35 + 38 +1.2 
Vessels Salayrsiatientesr): on + 5 + 0.4 
Machinery and equip- 

MENT An cma vaee te + 6 + 1.0 
Totalvexports.3.4 1-01 + 9 + 7 +7 


Although the import value went up between the 
two periods of comparison by Kr. 250 million (2 
per cent), it fell for a large number of commodity 
groups, such as fuel, textiles, cars, vessels and 
aeroplanes. The biggest increase is shown by im- 
ports of machinery and equipment, these rising 
by Kr. 192 million, or by 11 per cent. 


The labour market 


The labour market again seems to be tending 
towards equilibrium after reductions in employ- 
ment and increasing unemployment had charac- 
terized 1958 and the first half of 1959. During 
the spring of 1959 the highest figures so far for 
unemployment during the post-war period were 
recorded, in spite of public works, government- 
placed orders to industry, intensified training and 
transferring of manpower and investment activity 
being stimulated in various ways. During the 
autumn unemployment fell, however, and a short- 
age of labour was reported from an increasing 
number of trades. Despite this, public works were 
kept up at a high level — mainly in those localities 
where there was still excess manpower. However, 
the measures taken in 1958 in order to create 
employment have not been entirely disposed of 
and their effects are not exhausted. In fact, it is 
calculated that as late as in November, 1959, 
about 50,000 more were employed thanks to these 
measures. The quarterly changes in unemployment 
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and public works as compared with the same 
period a year earlier can be seen from the fol-- 
lowing table. 


*Changes in the number 
of unemployed from 
1957 to 1958 and from 
1958 to 1959 


Changes in the | 
number of persons 
employed in public 

works and filing 


1957—58  1958—59 1958—59 
Piecing + 14,700 + 2,300 +. 7,100 
Irae nee | 17.500. 7-800 + 7,700 
TIT esa Ao 7-200" Wh Aer SO0 + 3,000 
| Marohons + 14,000  — 16,700 + 5,100 


The improved economic situation was thus felt 
on the labour market during the third and fourth 
quarters of 1959, this being verified by the employ- 
ment figures for industry as a whole (compare, 
e.g., the figures relating to employment in the 
engineering industry). In the initial phase of the 
upturn in production, firms first utilized to the 
full their own somewhat underemployed labour 
force. Only after this reserve was exhausted — 
after 3—6 months judging from the above — was 
there any demand for new employees. 

During the years 1958—59 there was in force a 
two-year wage agreement which, for all wage- 
earners, meant an increase in the hourly rate of 
pay of approximately 2 1/2 per cent per annum. 
The total wage bill would seem, however, to have 
risen by 5 per cent from 1958 to 1959. This extra 
increase was a consequence of the wage drift over 
and above the increases granted according to the 
agreement and the move from low-wage to high- 
wage areas. In addition, we find that the shorten- 
ing of the working week by one hour up to 1959 
was, in toto, counter-balanced by an increase in 
employment (calculated in hours) of about 1 per 
cent. The wage increase from 1958 to 1959 should, 
on account of the insignificant rises in the cost- 
of-living during the same period, have meant a 
real wage rise (per hour) of about 4 per cent, i.e., 
considerably greater than in the immediately 
preceding year, when price rises tended to “swal- 
low up” increases in wages. 

During 1960 the working hours are to be re- 
duced by a further hour (to a 45-hour working 
week). Furthermore, the new pension scheme came 
into force at the turn of the year, and this means 
that the employers must pay 1.9 per cent of the 
wage bill in premiums. 
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Price movements 


The costs-of-living in Sweden rose in two waves 
during the 1950s. The Korean inflation brought 
with it an increase in prices of 25 per cent in two 
years. After general price stability from 1952 to 
1954, a fresh wave of inflation followed, this 
ebbing out in 1958. The protracted upward move- 
ment in prices drove up the consumer price index 
by a further 20 per cent. Following this there was 
a brief period of price stability, which was inter- 
rupted in the autumn of 1959; the average rise in 
the price level from 1958 was thus 1 per cent. 

The stability in consumer prices can be at- 
tributed to the deterioration in economic condi- 
tions partly caused by the measures of economic 
policy taken in 1957 and 1958 in Western Europe 
and the United States in order to counteract infla- 
tion. The prices for raw materials on the world 
market fell sharply from 1957 to 1958 — as has 
been pointed out above — wholesale prices for in- 
dustrial products dropped somewhat less, while 
consumer prices in general — and in Sweden — 
ceased rising. During 1959 raw material prices 
were stabilized, though an upward movement was 
noticeable during the autumn for some products, 
while wholesale prices and consumer prices were 
— generally speaking — unchanged during the 
first six months. During the autumn of 1959 there 
was, in Sweden, a price rise relating to foodstuffs, 
furniture, clothes and shoes, as well as to services. 
A contributory factor in this respect was that cer- 
tain raw materials, including skins and wool, went 
up in price. Furthermore, the poor harvests in 
Sweden and the rest of Western Europe led to an 
international price increase for foodstuffs. The 
price rise for services is similarly an international 
phenomenon, originating in higher labour costs. 

The position at the beginning of 1960 in Sweden 
is as follows. The import price index and the 
wholesale price index rose by 2 and 3 per cent, 
respectively, from July to November, 1959, while 
the consumer price index was at the turn of the 
year about 1 per cent above the average for 1959. 
At the beginning of 1960 there was introduced an 
indirect tax of 4 per cent on the turnover of the 
retail trade, which is calculated to correspond to 
a 2.9 per cent average price increase for all those 


items included in a “normal” consumer’s budget. 
Certain increases in labour costs have already oc- 
curred, but it is impossible to forecast the results 
of the forthcoming wage negotiations and their 
effect on the fixing of prices. The international 
price level for industrial products and raw ma- 
terials is, on the whole, stable, although — as was 
mentioned above — consumer prices in Western 
Europe and the United States have, as in Sweden, 
begun to show rising tendencies. 


Government finances and the credit market 


The 1959 upswing caused the Government to 
take measures — one in the fiscal and one in the 
monetary sphere — to moderate economic activity. 
The fiscal measure taken is that of the introduc- 
tion of the general sales tax of 4 per cent calculated 
on the turnover of practically all goods and 
services at the time of sale to the consumer. The 
tax is also levied on investment goods, and it was 
introduced at the very beginning of the present 
year. In order to compensate wage-earners in the 
lower income classes somewhat for the price in- 
creases to which the new tax must give rise, 
there was at the same time a raising of the child 
allowance by Kr. 50 to Kr. 450 per annum and 
a reduction of income tax for those in the lower 
wage groups of up to Kr. 140 a year. The (net) 
increase in income for the government budget, 
which the new tax will bring in, is calculated to 
amount to about Kr. 500 million for the present 
fiscal year. In spite of this rise in income, the total 
budget deficit for the same period amounts to 
approximately Kr. 2,300 million, which must thus 
be-covered by borrowed funds. 

During 1959 a very large part of the Govern- 
ment’s borrowing was done in the commercial 
banks against Treasury bills and short-term bonds. 
From the end of December, 1958, to the end of 
December, 1959, the commercial banks’ holdings 
of such paper rose by Kr. 676 million. At the 
same time, there was a rapid increase in the com- 
mercial banks’ lending activities on account of the 
improvement in business conditions and _ the 
marked expansion in the public sector. From end 
1958 to end 1959, figures for advances went up 
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by Kr. 1,433 million, or by more than 12 per 
cent. ; 


Position of the commercial banks (millions of kronor ) 


1957 1958 1959 

Assets Dec. Nov. Dec. Oct. Nov. Dec. 
Clash Seager fetes 7245456) 784) Silt 534 1,065 
Treasury bills... 1,146 925 1,105 1,043 703) ole 
Swedish bonds.. 3,293 4,177 4,118 4,324 4,482 4,428 
Advances ...... 10,826 11,649 11,692 12,849 12,998 13,125 
Due from foreign 

banks 22. 843 823 990 1,346 1,368 1,346 
Other assets ... 1,204 1,146 1,332 2,546 2,683 3,129 


Total 18,036 19,176 20,021 22,619 22,828 23,605 
Liabilities ; 


Deposits as etie 14,263 15,412 15,986 18,397 18,413 18,950 
Due to foreign 

banks yee oe SIS) eS1L e425) B46 e520 
INCSERVES Peer 1,270 1,283 1,283 1,360 1,360 1,360 
Other liabilities 2,188 2,170 2,327 2,446 2,723 2,894 


Total 18,036 19,176 20,021 22,619 22,828 23,605 


This powerful credit expansion induced the 
Riksbank to take contractive steps in the field of 
monetary policy. At the beginning of last July the 
Riksbank raised the commercial banks’ liquidity 
ratios. The five largest banks should hold at least 
40 per cent of their liabilities (excl. savings ac- 
counts) in such assets as cash, government securi- 
ties and mortgage bonds, this percentage earlier 
having been 33. For the smaller banks, the Riks- 
bank demanded quotas of 30 per cent and 20 per 
cent, depending on their size. 

However, this restrictive monetary measure did 
not succeed in bringing the credit expansion to a 
halt. In consequence of the development in govy- 
ernment finances, there were continued additions 
to the banks’ liquid assets during the second half 
of the year, and the banks were able to maintain 
their liquidity ratios despite the fact that their 
credits rose substantially. During this period, ad- 
vances went up by Kr. 512 million, compared with 
only Kr. 123 million during the same period in 
1958. The monthly changes in the figures for ad- 
vances during 1959 can be seen from the diagram 
below. 

The reduction in advances in October was partly 
due to seasonal factors and partly to the fact that 
two mortgage loans were issued, which made pos- 
sible the transfer of a considerable proportion of 


Monthly changes in the commercial banks’ 
advances to the public (in millions of kronor) 


Source: Banking Inspection Board 
+400 


+300 
+200 
+100 : 
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+300 


+200 


+100 


—100 


—200 —200 


1957 1958 1959 


the commercial banks’ housing credits. However, 
this easing of the house-financing situation was 
only temporary, for it would seem that at the end 
of 1959 the commercial banks’ outstanding loans 
in completed houses, i.e., proper housing loans, 
were not inconsiderably larger than at the end 
of 1958. iz 

The rising bank liquidity during the latter part 
of 1959 and the increased lending activities, to- 
gether with the general upswing in business condi- 
tions, were the cause of a further tightening-up of 
economic policy. In the middle of January the 
Riksbank raised the discount rate from 4 1/2 per 
cent, a level that has been unchanged since May, 
1958, to 5 per cent. Furthermore, the demands on 
the banks’ holdings of liquid assets were made more 
severe, so that the large banks must now maintain 
a liquidity quota of 45 per cent, while the figures 
for the other banks were fixed at 35 and 25 per 
cent, respectively. 

The aim of the controls introduced on the credit 
market last summer has been to curb, in the first 
place, the companies’ desire and possibilities for 
investment. However, the situation now appears 
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Deposits of the commercial banks 31/5, 1957—31/5, 1959, partly divided into sectors of industry (millions of kronor ) 


PREM ISEL MEME Pet Oi: 1 Sic ci are) aiicholeirer sls. @ 3.iasue"s bi0 bee diese ola Ble eda 
Mining, metal and engineering industry .................... 
ihonber pulpiand paperindustry .... 0... 2.0.6. cess cece acess 
Wombinea timber and-iron companies <....0..60s.0.cseeee ess 
Mie ereranc se WIN INGUSELY 2.5 s\vicis sin sist eye cies ws 6 oe vies aia ne aie 
“WEE SUITS TEATS ge a ACIS GRRE OO. renee eee 
Mnenncaletechnicalandustry ficcece se eses cscs tentadeeeese 
Siitcler aN SERVICE IMGUSITICS <4 7.20. sii cies ected ws ose we so ole os 

GeV OIE BV NOlesAleMtTAGE)) ...0/5.< cle +10.cis.0.4's eueieiene ose eielele elias 


Retail trade 


ere EUR D era HOOT eset cccl is Gi 0) oa) a Fi Sie ae meray er syscsi ee ors 

CLP GLEN Te] he a 9) 9) baa a el a Se 
PIRI ENGCe AMC AIMATICE rae clo 5014. cicieis| sie jee s > hace nes vais cies 38 > 
enmaland localOvernments. 5. (he. 25. eve eet ee oe on eee 

DEW ICH-PIGOCAL POVELNIMENS 1. cale% Go weleca ol ews dale srw ews ws 
UNE Ag Sn Gc. cA0e O60 See OIC Ceo ere Caran rama 
Budamecanc. CONSITUCHON/ACHVILY ...20.0c0 cs ue seco see nanos 


Total deposits in amounts below Kr. 100,000 1.1.2.2... ccc veee eee 
EE ALE IRS eo eh Be C120 Ra IO DORE OI ROE CeO CRS. Gre TORR 


to be such that firms’ liquidity is on a very high 
level, which has been evidenced, inter alia, in the 
large deposits received by the commercial banks 
from business enterprises. 

As this high business liquidity can be utilized 
for quite a considerable investment expansion, the 
credit restrictions of the kind resorted to during 
the past half-year are ineffective to a certain 
degree. The credit expansion, which took place 
during the past 1—1 1/2 years — i.e., during the 
latter part of the recession and during the up- 
swing — has both similarities and dissimilarities 
with the trend during the corresponding phases 
of the previous trade cycle — from the beginning 
of 1954 up to and including the spring of 1955. 
During both these periods bank advances rose 
very substantially, while the basis for the credit 
expansion was in both cases large budget deficits 
chiefly financed via the commercial banks. 

The rising bank liquidity during 1953, stimulated 
by government borrowing, was decreased in 1954 
and 1955. On the other hand, during the most 
recent cyclical phase, a powerful increase in the 
commercial banks’ liquidity has taken place con- 
currently with the credit expansion. 


Change 
Millions of kronor Per cent 

51/5 1957— 31/5 1958— 81/5, 1957— 9 3"/5 1958— 

81/5 1958 31/, 1959 $15 1958 3t/5 1959 
bch + 562 + 1,530 + 8 + 21 
LAT oe + 386 + 957 + 17 + 36 
eis wk + 257 + 468 + 24 + 35 
Boras + 30 + -199 +. 8 + 51 
etst cee at 5 + I11 + 2 + 50 
Nesta aie ed + 58 + 8 + 62 
eGueuciaye + 27 + I + 18 + 4 
Pee ee + 22 + 32 + 19 + 16 
Seater + 77 + 200 + 13 + 30 
SOSRSE + 62 + 174 + 18 + 42 
ey neti + 32 + 8 + 44 + 8 
aystecsyets — 34 +. 37 —10 + 12 
ae ile — 4! + 23 —14 + 9 
sfeeteiars — 58 sh 5 — 7 + 1 
reat te + 69 + 163 + 4 + 8 
A sieges + 80 + 161 + 6 + 11 
RAR OK ate a ate 6 +13 + 23 
BS docn-de + 48 + 63 + 54 + 46 
adie ets + 74 + 98 + 12 + 14 
Nass =) J62 + 917 + 13 +13 
chee + 1,324 + 2,447 + 10 +17 


Furthermore, an important difference seems to 
be that while the 1954—55 credit expansion was 
spread very evenly over the whole of the economy 
(that is, over industry, trade, communications, 
etc.), the recent increase in lending has been con- 
centrated on certain sectors of business life, with 
credits to other sectors being mainly unchanged. 
The only exceptions from the “uniformity” in the 
credit expansion of 1954—55 are provided by two 
groups — housing credits and “personal and 
sundry credits”, both of which experienced a less 
than average increase. 

The credit rise of the past 1 1/2 years has, above 
all,. been concentrated on the following sectors: 
trade and services, communications and _ housing, 
the share of these groups in the total volume of 
credits amounting to just over 50 per cent. The 
total increase in advances between May, 1958, 
and November, 1959, was Kr. 1,569 million, of 
which these three groups were responsible for Kr. 
1,154 million, or about 3/4 of the increase. Per- 
sonal loans have risen sharply during this period, 
too. 

On the other hand, however, advances to in- 
dustry have in the main been unchanged over the 


36 : SKANDINAVISKA BANKEN 


past 1 1/2 years (to be more exact, there has been 
a contraction of Kr. 4 million) which is in sharp 
contrast to the development during 1954—55, 
when industrial credits rose by Kr. 281 million 
over a 1 1/2-year period. 

The difference between the two periods in re- 
gard to industrial credits most likely reflects cer- 
tain dissimilarities in the business enterprises’ 
liquidity position and their self-financing possi- 
bilities. 

This increased liquidity and higher degree of 
self-financing in firms during the past 1 1/2 years, 
compared with the corresponding period in 1954 
—55, is most likely partly due to the fact that the 
Government’s budget deficits have been larger 
during the recent recession than during that of 
1953—54 and that the deficits this time continued 
to grow — in contrast to 1955—56 — during the 
boom itself, and partly to the fact that the Govern- 
ment released, for reasons of economic policy, in- 
vestment funds in the recent recession. During the 
period when firms had access to these investment 
funds, i.e., from May, 1958, to September, 1959, 
applications were granted amounting to just over 
Kr. 1,000 million, of which sum only a part in- 
volved an addition to liquidity from the Riksbank. 

During the past year (November, 1958—No- 
vember, 1959) the commercial banks’ industrial 
credits rose in toto by Kr. 21 million, or by 0.9 
per cent, i. e., an extremely insignificant increase. 
A division of industrial enterprises into small firms, 
with a maximum of 25 employees, medium-sized 
and large firms, with more than 25 employees, 
shows that credits to the first-named of these cate- 
gories went up during the year by Kr. 30 million, 
or by 5.5 per cent, while advances to the remaining 
firms were reduced by Kr. 9 million (— 1.2 per 
cent). 

The degree of liquidity and the possibilities for 
self-financing would therefore seem to have been 
greater in the larger firms than in the smaller 
ones, which have been in greater need of bank 
credit. 

This tendency for the small firm to take up a 
larger share of bank credit has been noticeable in 
the long run, too. The development from 1956 to 
1959 (November in each year), ie., that period 
for which material is available, can be seen from 


the following table where the figures show the 
percentage share of the commercial banks’ total 
industrial, together with building and construc- 
tion, credits which has gone to small firms (with 
a maximum of 25 employees) in the respective 


groups. 
1956, 1957), 95h ago 


Industry atin. sierra teers pa) ao 24 25 
Building and construction work 15 13 16 17 


This development can probably be explained by 
reference to the fact that the small firms’ bank 
credit requirements have increased more than 
those of the larger firms, this being so because the 
small firms have not had such good possibilities 
for self-financing as compared with the larger 
companies. 


The bond and stock market 


During the past year, as during the immediately 
preceding years, the bond market was — practical- 
ly speaking — made sole use of by the Govern- 
ment and the mortgage banks. As far as industry 
is concerned, the market has in the main been 
limited to power station loans. The local authori- 
ties, in order to fill their borrowing requirements, 
have had to seek credits from the insurance com- 
panies and the savings banks against promissory 
notes. An interesting event during the year was 
that Telefon AB L. M. Ericsson obtained the 
Riksbank’s permission to issue an 18-year 4 1/2 
per cent bond loan for Sfrs 45 million on the 
Swiss capital market. This was the first Swedish 
industrial bond loan to be issued abroad since the 
introduction of the foreign exchange controls in 
1940. 

The extensive government borrowing was the 
cause of a higher level of issuing activity during 
1959 than during any other year in the 1950s. 
Total issues of bonds amounted to Kr. 3,300 mil- 
lion, compared with Kr. 2,200 million in 1958 and 
the previous top figure of Kr. 2,600 million in 
each of the years 1953, 1954 and 1957. As regards 
the interest level, it can be said that the expecta- 
tions of a reduction in interest rates, prevailing 


earlier in the year, were displaced by expectations 


of a rise instead towards the end of the year. An 
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; 1951|1952/1953|1954]1955|1956 


1957}1958 


—— |_ — 


457 


230 


411 


466 
588 


227 
C57 


468 
226 
246 
304 
464 
484 
723 
220 
620 


251 
384 


505 
248 
264 
332 
486 
517 
778 
224 
686 


254 | 268 


392 


493 
270 
267 
341 
507 
513 
735 
230 
703 


410 


516 
282 
282 
355 
537 
530 
834 
240 
723 


275 | 273 


426 


530 
282 
293 
371 
558 
552 
833 
246 
710 


418 


518 
270 
289 
367 
549 
539 
876 
258 
689 


282 | 276 


448 


538 
286 
Sit 
395 
604 
570 
881 
256 
722 


446 


542 
274 
316 
387 
615 
566 
928 
256 
715 


743 


302 


417 


Note: All figures refer to the middle of the months. 


increased reluctance to tie up idle capital for 
longer periods thus became noticeable. 

_ The following loans have been issued since the 
preceding survey: 


Interest Amount Matu- 
rate Kr rities 
(per cent) million in years 
Swedish Government .......... 4,5 265 41/5 
» » » premium 
loan’) <5... 4336 150 —_ 
2D 20 25 


Stockholms Superfosfat AB 


The price rise on the Swedish share market also 
continued during the last months of 1959, but the 
trend can be characterized as being rather unset- 
tled with price oscillations on account of — above 
all — uncertainty regarding the national economic 
policy. In between the periods of rising prices, 
which have owed their occurrence to inflationary 
speculation and reports of good end-of-year re- 
sults, the price trend has been relatively stable — 
with a wait-and-see attitude being adopted. An- 
nouncements concerning bonus issues by Svenska 
Cellulosa AB, Korsnas and Turitz, as well as a new 
issue by Platmanufaktur, have given rise to ex- 
pectations of possible favours being granted in 
respect to other shares, too. Favourable reports 


SS eat Oso) } iS 
Sept ot ee oh 
Share Index 
(Face value Jan. 1953 = 100) 
Home market industry........ 172 | 140} 155 | 196 | 187] 171 
Other industries ............ 242 | 204 | 225 | 294 | 296 | 279 
Of which: 
ce S| Ot ag ne 372 | 366 | 400 | 445 | 500 | 485 
Swedish Match Co.......... 123} 112] 123} 140] 159} 124 
Iron & steel industries ...... 192 | 160] 165 | 221 | 220 | 235 
Exporting engineering ind. 227 | 182 | 191 | 253 | 243 | 242 
Wood goods & paper pulp ind. | 235 | 190 | 242 | 351 | 360 | 330 
Combined timber and iron ind. | 352 | 289 | 317 | 425 | 392 | 340 
0 a I ie a 203 | 206 | 263 | 403 | 358 | 422 
Shipping companies .......... 264 | 190 | 208 | 298 | 249 | 256 
Holding companies .......... 246 | 206 | 245 | 317 | 320 | 317 
RMABEM MART Tira rces cee epee « 231 | 203 | 230 | 286 | 262 | 233 


283 | 296 | 303 | 316 | 318 | 307 | 331 | 328 | 334 


from a number of other companies (Grangesberg, 
Sandviken, etc.) and high future expectations have 
contributed to this fixed tendency. 

The warning given by the Governor of the 
Riksbank regarding a continued credit expansion 
plus increases in interest rates abroad, particularly 
in Western Germany, have had a temporary price- 
weakening effect. Firms and institutional buyers 
have, towards the end of the year, been rather 
cautious. The decision made at the beginning of 
December in respect to the introduction of a 
general sales tax produced a powerful price rise 
with a substantial turnover. 

For the year as a whole, the total price increase 
has amounted to about 36 per cent. The develop- 
ment has been of a different character in the 
various groups of shares. The timber and paper 
industry has thus shown the steepest rise, of 49 
per cent, followed by the engineering industry 
with 43 per cent. The price increase for bank 
shares has been more moderate at 21 per cent. 

The popularization of share-owning that has 
occurred during recent years has undoubtedly 
helped — in some measure — to increase the 
former shortage of share material. It is true that 
new shares in a number of companies, such as 
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se LS ho 


The current yield for a selection of representative 
shares 1954—59 (December of each year) 


1954 1955 1956 1957 1958 1959 
Five wood-processing 


COMMPAMRES 86s cc ctr. 310) 3.78 4.0 a.0 to ee 
Two combined timber ; 

and iron companies .. 3.0 40 3.8 3.7 3.1 2.3 
Five exporting engineer- » 

ing companies ...... 42 5,2) ea yd meta OF er oee 
Four commercial banks 3.9 46 5.7 58 49 4.0 


Safvean, Corona and ASEA’s three subsidiaries, 
have been offered on the stock market, but this 
addition is rather limited and a very large propor- 
tion of shares very rarely appear on the market. 
As long as companies — on account of the cost 
— only in exceptional cases consider themselves 
able to solve their financing problems by means 
of share issues, it would seem that there is no 
possibility for the problem of the shortage of ma- 


terial to be solved and, as a consequence, the risk 


of unmotivated price rises cannot be avoided. 
The following issues have recently been an- 
nounced: 


Bonus issues: 


Svenska Cellulosa AB 1 new share for 2 old Kr, 78,5 sills 
Iorsnas AB) necmcesis 1 » yu» 3. > WKre2s 0a 
AB Turitz & Co. 1 » » -» 440. Kee (See 


1 Change in the SOLE Ae proposed 1 new for 5 old shares. 


New issue: 

AB Platmanufaktur _1 new share for 3 old at Kr. 200: — _ 
Kr. 5.0 million 

Others 


Coronaverken AB, holding company formed through the 
merger of AB CTC, E. A. Rosengrens AB and AB Husqvarna 
Borstfabrik, issued amount of Kr. 15.0 million. 


a 


4 
4 
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Some Statistical Data on Sweden’s Economic Position 
I. THE RIKSBANK. (Amounts in million kr.) 
Gold and Foreign Exchange Reserves — Sight Deposits 
At the | ———_—_—____—_———__—| Bonds and Note 
end ; Treasury | Advances |. : Thereof 
of | Gold! iota Total Bills eineulation Total 
Exchange? Comm. 
State B 
anks 
1938 707 _ 750 1 457 106 50 1061 849 418 428 
1954 1 370 1 104 2 474 3 267 99 5 087 441 289 150 
1955 1 426 1 004 2 430 4023 25 5 319 747 321 418 
1956 1 376 1072 2 448 4 390 21 5 598 504 260 241 
1957 1 134 1 226 2 360 5 050 89 5 840 415 273 136 
1958 1053 1 392 2 445 4545 94 6 059 323 158 164 
1958 | 1959] 1958 | 1959] 1958 | 1959 | 1958 | 1959 | 1958 | 1959 | 1958 | 1959 | 1958 | 1959 1958 1959 | 1958 | 1959 
Jan. 1114} 1053] 1213] 1408] 2 327| 2 461 | 4761 | 4133 11 47) 5 547| 5 728) 317 | 228 | 277 | 166 38 61 
Feb. 1079] 1055) 1166] 1 407) 2245) 2 462|4579|3897] 129] 157|5507| 5638] 201 | 201 | 159 | 151 39 43 
Mar 1052/1058) 1203] 1419) 2255] 2 477|4468)3 897] 252) 187|5 443) 5603) 137 | 218 SI ala, 50 40 
Apr. | 1052}1058}] 1179) 1463] 2231] 2521)4723|4047| 164 77 | 5 533) 5 699} 178 | 204 | 132 | 139 46 63 
May | 1052]1058| 1241/1465) 2 293] 2523)4586)3809} 246} 155|5 357) 5527) 149 | 188 | 107 | 135 42 52 
Jun. 1053]1061) 1260) 1508) 2313) 2569) 4597|3849] 382] 176|5513) 5665) 191 | 143 | 136 | 104 53 38 
Jul. 1053] 1061] 1319}1522) 2372) 2583] 3772] 3 784 54 58 | 5 359] 5 500} 196 | 135 | 126 89 70 45 
Aug 1053} 990] 1 364)1520] 2417)2510|3773|3 754) 42) 147|5423)5556] 163 | 126 | 104 88 57 36 
Sep 1053] 990) 1394] 1497] 2 447 | 2 487) 3 789 | 3 789 88] 121] 5429) 5 596) 329 95] 23 63 , 114 31 
Oct 1053] 988] 1 344]1273) 2 397) 2 261 | 3 889 | 4120 89] 151) 5592)5 754) 128 | 104 79 62 47 40 
| Nov 1053] 988) 1 382] 1287) 2435)2275|3869|3930) 131] 408] 5644] 5 806] 112 97 55 57 47 39 
Dec 1053} 987] 1392)1179] 2445] 2 166 | 4545 | 4893 94] 241] 6059) 6 266} 323 | 285 | 158 | 146 | 164 | 138 
1 Market value. — ? Net claims on foreign countries, 
II. COMMERCIAL BANKS. (Amounts in million kr.) 
Advances Deposits 
At the ‘ Net Claims 
end Cash ee on Foreign Overdrafts Thereof 
of ; nd Countries Bills Loans and Other Total Total Sh Te 
Advances Oo ae 
1938 601 190 95 1 163 2 705 470 4 338 4 260 152 
1954 647 3 049 126 2 903 5 833 2 356 11 092 12 727 2519 
1955 958 2 958 169 2731 5 355 2 444 10 530 12 609 2 422 
1956 788 3 295 437 2613 5 088 Fa 21987 10 638 13 090 2 660 
1957 724 4 439 661 2 597 5115 3114 10 826 14 263 2714 
1958 - 635 5223 701 2791 5 498 3 403 11 692 15 987 2 682 
1958 | 1959] 1958] 1959} 1958] 1959} 1958 | 1959] 1958] 1959} 1958} 1959] 1958 | 1959} 1958 | 1959] 1958 | 1959 
Jan. 482 | 494) 495215801] 650 701} 2 578] 2 759] 5 088] 5 503} 3 047 | 3 526 |10 713)11 788] 14 700)16 494] 2 338] 2 253 
Feb. 464 463] 5 305] 6 367| 634 704} 2 573| 2 746] 5 121] 5 595) 3 074 | 3 457 |10 768/11 798] 14 798])16 805] 2 316 | 2 257 
Mar. | 533 | 584] 4943/6008] 541 728} 2 724| 2 863} 5 169) 5 691] 3 234) 3 478 |11 127}12 032] 14 834/16 828] 2 348 | 2 231 
Apr. | 516 561] 4671] 5 687| 418 | 593] 2 759] 2 901] 5 186] 5 778] 3 257 | 3.476 |11 202]12 155] 14 510]16 769] 2 300] 2 239 
May | 468 500} 4131/5 461] 339 614| 2 854] 2 973] 5 214] 5 848) 3 410 | 3 689 |11 478)12 443) 14 143/16 590] 2 127|2179 
Jun. | 596 | 573) 4205)5727| 346 | 575) 2 851] 2 965) 5 233] 5 972] 3 485 | 3 743 |11 569/12 613) 14 338/16 915) 2 348] 2 415 
Jul. 508 | 486] 4360/6018] 432 | 684] 2 880] 2 981] 5 244] 6 115] 3514] 3 700 |11 638/12 723] 14 821]17 610] 2 202] 2 347 
Aug. | 456 | 487] 4668/6285) 508 | 778) 2 847| 2 962] 5 271) 6 216) 3 442 | 3 672 |11 560}12 779) 15 057)17 832) 2 258 | 2 357 
Sep, | 594 | 555) 4795)6209) 551 | 867] 2 883) 3 025) 5 315] 6 344) 3 489 | 3 660 {11 687/13 029) 15 301/18 105) 2 294] 2 431 
Oct. | 484 | 511] 5206] 6 736] 666 | 1 066] 2 817] 2 976] 5 344] 6 373] 3 336 | 3 499 }11 527/12 849] 15 478118 397] 2 346| 2 458 
Noy. | 456 | 534/5 102} 6624) 644 | 1 179] 2 830) 2 983) 5 394] 6 465] 3 425 | 2 550 |11 649)12 998) 15 412/18 413] 2 168] 2 488 
Dec, | 635 | 1 065) 5 223} 6 340) 701 | 1 092) 2 791) 3 162) 5 498) 6 591) 3 403 | 3 372 |11 692/13 125] 15 987]18 950} 2 682 


43 Including Treasury Bills. 
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40 SKANDINAVISKA BANKEN 
III. OTHER CREDIT INSTITUTIONS. STOCK EXCHANGE 
‘ Deposits Turnover t Turnover at the } 
Savings Banks at the of the |Yields on Bonds? | Stockholm Stock | Share index? * 
Year Post Office Postal Exchange? 
OL | Ga | a eens |e DAVID ES GhEqUC <4] aceon on oe | 
Month] Deposits! | Advances} Bank! Service Govt. | Indust. | Bonds | Shares | Home | Other 
Loans Loans In- In- 
Million kr. } Million kr. | Million kr. | Million kr. % % 1000 kr. | 1000 kr. | dustries | dustries 
1938 3 685 3 069 606 24 986 2,32 2,92 243 931 149 103 
1954 9 699 9 224 2 950 279 958 3,39 3,70 292 834 180 267 
1955 10 339 9 743 3118 307 522 3,72 4,63 244 642 195 299 
1956 11 097 10 370 3315 338 877 3,78 4,70 433 555 176 283 
1957 11 969 11 152 spies 375 137 4,41 5,12 397 772 182 289 
1958 12 942 12 032 3 861 394 560 4,39 B12, 415 915 194 313 
1958| 1959] 1958] 1959] 1958 | 1959 | 1958 | 1959 |1958]1959}1958|1959 1958|1959 1958|1959 1958|1959 1958]1959 
Jan. 3 749 | 4069 | 38 320} 39 234] 4,46] 4,32] 5,32] 5,11] 376 | 457 | 809}1132] 185 | 212] 290 | 326 
Feb. : : : - | 3769} 4092 | 23 596] 24 617) 4,55] 4,32) 5,33] 5,09] 446 | 673 | 737/1162| 183 | 227] 293 | 350 
Mar. |12 755/13 730)11 393]12 289] 3 784] 4 086 | 39 652] 40 120] 4,51] 4,32) 5,28) 5,06] 352 | 368} 967/1014| 185 | 227] 300 | 352 
Apr. 3781 | 4079 | 27 363} 30 171] 4,40} 4,26] 5,13] 5,04) 270 | 452 | 838]1181) 180 | 227} 290} 357 
May : : : - | 3776 | 4068 | 43 049) 41 669} 4,36] 4,27) 5,11) 5,02) 371 | 483 1073/2187) 179 | 251 | 300 | 384 
Jun. {12 695}13 663/11 582)12 509} 3 784] 4082 | 25 644] 28 414] 4,35] 4,29) 5,05) 5,02) 531 | 613 |1193)1422) 182 | 254] 305 | 392 
Jul. 3816] 4117 | 41 031) 43 506) 4,29) 4,29] 4,96) 5,16] 487 | 440 | 974/1312) 190 | 268} 322 | 410 
Aug. : . . - | 3828] 4136 | 22 317| 22 693} 4,36) 4,29] 4,97] 5,24] 294 | 431 | 877/1094| 195 | 275 | 326 | 426 
Sep. |12 892/13 915/11 780)12 722] 3830] 4 125 | 36 689] 40 533] 4,43) 4,36) 5,05) 5,38] 532 | 685 | 847) 903] 199| 273 | 324} 418 
Oct. 3 848 | 4131 | 27 830} 29 159} 4,32) 4,36] 5,07] 5,15) 534 | 466 |1095}1285] 213 | 282 | 342 | 448 
Nov. . . : - | 3858] 4129] 38 504] 36 736) 4,32) 4,43) 5,07] 5,37] 431 | 389 | 751/1184} 208 | 276 | 335 | 446 
Dec. 12 942)13 835/12 032)13 015] 3861] 4088} 30 565} 39 267| 4,32] 4,49] 5,07] 5,23] 362 | 345 | 82111305] 213 | 292 | 328 | 454 
1 At the end of each year or month. — 2 Calculated on market prices at middle.of months. The yearly figures represent 
averages of the monthly figures. — * Averages per Stock Exchange business day, — 4 Nom. value Jan. 1953 = 100. 
IV. OTHER STATISTICAL DATA 
: Wholesale Price Index 
For Trad is 
Year National rele cosas Production i Sy Gee) = 100) eae 
or Debt" Export (+) | Index oa 5 Price 
Month Imports | Exports | or Import | 1935=100 ear Import | Export All Index 
Million kr. | Million kr. | Million kr.| (5), SuPlus Goods: Goods) | Goods (1am 
1938 2 566 2 082 1 843 — 239 
1954 15 059 9 192 8 196 — 996 
1955 16 081 10 337 8 933 — 1404 
1956 16 966 11 434 10 067 — 1367 
1957 19 095 12 567 11 062 — 1505 
1958 19 851 12 248 10 807 — 1441 
1958 | 1959 | 1958] 1959 1958] 1959] 1958 | 1959 
Jan. |19186]20043|1225} 922) 916) 838) —309|— 84 3,8] 4,3 
Feb. |19466]20440] 955} 911) 748) 827) —207| — 84 3,6] 3,4 
Mar. | 18834] 19 792] 1030} 913} 709} 825) —321|— 88 3,6 | 2,6 
Apr. |19191] 20037} 979 1093] 759) 931) —220|—162 3,8] 2,7 
May | 18218] 19 030} 1043) 982] 978) 1034) — 65}-+ 52 2:6) 1;9 
Jun. | 18362|19173} 883}1009) 990) 970) +107) — 39 LEM) ey 
Jul. |18186]19517| 852) 931) 853) 940)+ 1/+ 9 1,0} 1,0 
Aug. |18301}19609} 888) 901} 781) 857) —107)— 44 153)) (1.2 
Sep. |18345]19578| 988) 1064/1005} 903) + 17] —161 1,4} 1,3 
Oct. | 18928 | 20 379 | 1 080) 1 163} 975}1155)—105|— 8 LA ao 
Nov. | 18 733}20077| 965) 1237} 952) 1065) — 13 | —172 2,4] 1,6 
Dec. | 19851] 21 771} 1 313} 1 300]/1 141] 1 075) —172 | —225 3,3] 1,8 


1 At the end of each year or month. 
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Statement of Condition December 31°, 1959 


ASE LS 

Cash in hand and with the Riksbank ........ Kr. 283,501,000 
oiderand tressity Diliso 6 ie. » 1,802,989,000 
See ESGCOUINS kk sh mk ek te ow 8 » 3,256,394,000 
‘Swedish Barks ....... Se es fing ees, D 66,252,000 
Leon nGrh 0 06 06) Nt Pie) eae see ee aa eae » 436,161,000 
SIME eCOnts se ey are Sw. so saaee 114,803,000 
SNE ae Sot ae a ayy, es? 16,781,000 
Buildings, Furniture and Fittings... 2... 1. > 53,396,000 

Kr. 6,030,277,000 

LIABILITIES 

Teas 8 I ae er i Ci ee re Kr. 4,878,296,000 
Swedish Banks and Savings Banks . . . ...... ». 235,263,000 
Batiks abfoad .......+ >. 2. Co EN ee » 147,086,000 
re CCI ces sys BR ape ok le es » 404,145,000 
OE GOES Es a ar Kr. 194,112,000 
Reserve Funds 5 iss ss . . » 155,888,000 
Minaivices profits . 2. 6... » 15,487,000 » 365,487,000 


Kr. 6,030,277,000 
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Branch Network of SKANDINAVISKA BAN KEN 
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Géteborg, Stockholm, Malmé 
(Principal Offices) 


Place with more than 10000 
inhabitants 


Place with less than 10000 
inhabitants 
In all 241 branches at 173 different places. 
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